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Saab serves the global market with world-
leading products, services end solutions rang-
ing from military defence to civil security.

In 2006, Saab’s sales rose by 9 percent to
SEK 21 billion.

O Earnings per share amount=d to SEK 11.91
' (10.89).




 strong year for Saab
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This is Saab's Annual Report for 2006. Saab's legal annual report is comprised by pages 26—107.These pages have been reviewed by the
company’s auditors in accardance with the auditors' report on page 106,

A more general description of Saab and the combany's development is provided in Annual Review 2006, which can be ordered at
www.saabgroup.com o by telephone +46-13-16 92 08.

This symbol indicates that more information on the section in question can be found at www.saabgroup.com. --E.
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B IN BRIEF

Saab in brief

IMPORTANT EVENTS N 20046

*  Acquisition of Exicsson Microwave Systzms (now Saab
Micréwave Systems), giving Saab a world-leading posi-
tion in radar and sensor operations

* Contract to supply an airborne surveillance system to
Pakistan worth SEK 8.3 billion

¢ Contract to supply the surface-to-surface missile RB$15
M3 to Poland valued at just over SEK 1 billion

¢ Swedish order for the continued development of the
Gripen system worth SEK 1 billion

* Creation of a new aerostructures compzny with 600
employees together with Denel of Soutia Africa

* Acquisition of Maersk Data Defence in Denmark

* Sale of Saab Metech AB with a capital gain of
SEK 180 m.

¢ Contract on multinational cooperation to develop next-
generation radar system

* Ten-year contract for signature management with
U.S. Ammy

KEY FINANCIAL RATIOS

Sales, SEK m.
Operating income, SEK m.

Operating margin,

Income after financlal items, SEK m.

Net income, SEK m.

Earnings per share. SEK

Dividend per share, SEX"

Rewurn on shareholders’ equity, %
Equity/assets ratio. X

Order bookings, SEK m

Crder backlog at year-end, SEK m,
Research and development, SEK m,
No. of employees at year-end
Share of women, %
University-educated, %

Absenteeism, ¥

"} 2006 Board proposal.
CEFINITIONS OF KEY RATIOS

2006

21,063
1,745
8.3
1,693
1,347
"N
425
13.8
306
27,575
51,099
3.537
13.577
113
18.6
19

1003

19,314
1.652
8.6
1,554
1,159
10.89
4.00
115
no
17,512
42,198
3.546
12,830
n.7
40.2
14

Earninga par share; Net income attributable to Parent Company shareholdery’ interest divided

by sverage nurber of shares.

Remurn on equity: Metincome for the year as 2 percentage of average sharehokiery' equity.
Equity/assets ratio: Sharsholders’ equity in relation 1o totl assets,

B Eamings
- IR Dividend

Sales R Revenue (SEKm) Operating income Ml Income (SEK m) Earnings and dividend
= Growth (¥) == Margin (%) per share
SEK m. X SEK, m, SEK
25,000 0 2,500 - o 10 10
20,000 - 8 2,000 __,/ ¥ g 8
15,000 - & 1.4500 1 ré 6
10,000 - 4 1400 A - 4 4
5,000 - 2 500 r 2
0 - - 0 0 r 0 0 -

2002 2003 2004 2005 2004

2002 2003 2004 2005 2006




Saab serves the giobal market with world-leading products, services

and solutions ranging from military de’ence to civil security.

Saab’s operations are focused on three strategic business segmenis:
Defence and Security Sclutions, Systerns and Products, and Aeronautics.

Defence and Security Solutions

Saab is a leader in advanced command and control and
communication systems for military and civilian
applications. The segment also comprises a wide range of
integration services, integrated support and logistical solu-
tions, and sophisticated consulting services.

Systems and Products

Saab offers world-leading systems, products and compo-
nents for defence, aviation, space and civil security. Also
included in the segment are long-term maintenance and
operational services for the systems it has delivered.

Aeronautics

Saab’s extensive military and civilian aeronautics operations
are dominated by the Gripen program but also include the
unmanned aerial vehicles (UAV) of the future, In civilian
operations, Saab is a supplier of structures and subsystems
to the aircraft manufacturers Airbus and Boeing.

Saab’s five largest sharcholders

A of Dacember 11, 2004

according to Swadish No. of

Cantral Securitins share % of % of
Depository thoysands capital votes
BAE Systemns, UK 239 20.5% 20.3%
Investor 1.6 19.8% 38.0%
‘Wallenberg-stiftelser 9,469 8.7% 6% -
AMF Pension fander 9,452 8.7% 6.1%
Swedbank Robur fonder 4.7% 3.3%

5118

SEK
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DEFEMCE AND SECURITT SOLUTIONS 2006
Sales, SEX m. 8,028
EBIT before structural costs, SEK m, 931
Operating margin, % 11.6
Order bookings, SEK m. 16,415
Order backlog ar year-and, SEK m. 131,654

STSTEMY AND PRODUTTS 1006
Sales. SEK m, 8,580
EBIT before structural costs, SEK m. B76&
Operating margin, % 10.2
Order bookings, SEK m. 7.691
Order backlog at year-end, SEK m, 18.950

AERONAUTICS 2006
Sales, SEK m, 6,010
EBIT before structural costs, SEK m, 181
Operating margin, % ’ 4.7
COrder bookings, SEK m, 4,956
Order backlog at year-end. SEK m. 10,440

The Saab share 2006 = 2u= B DG e adad

SAAR IN BRIEF

2005

6,303
679
10.8
7.648
5,300

2005

7,397
862
11.7
6,726
16,325

2005

6,775
N
4.0
3.603
21,970

o
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PRESIDENT'S COMMENT

A strong year sets the stage

for the future

Saab's positive development continues, anc 2006 was one
of our most successful years ever.

Success was achieved in several importent areas. We are
growing and profitability remains good. At the same time,
the share of sales from markets outside Swiden is on the
rise. Organic growth during the year was 3 percent, and
total growth was 9 percent. Saab’s acquisition strategy has
successfully resulted in several structurally important deals.
The largest was Ericsson Microwave Systems, an acquisi-
tion that strengthens our position in several strategically
critical areas and adds world-leading compztence and
products in the field of sensors. The acquisi-ion of Maersk
Data Defence further consolidates our market position in
communication and command & control systems and gives
us a strong foothold in Denmark, During th.e year, we also
began the establishment of a new unit in South Africa in
co-operation with Denel. With these acquisitions, we have
strengthened our positions in our most important home
markets: the Nordic region and South Africa.

We reported good order bookings in 2006. In June,
Pakistan confirmed the very important order for an airborme
surveillance system that has attracted great nterest in several
other countries as well, reaffirming its strong future potential.

The Swedish Air Force ordered a major upgrade of Gri-
pen, Saab consolidated its world-leading position in advan-
ced camouflage with a ten-year contract from the U.5. Army,
and Poland followed Germany as the second NATO member
to order the latest version of the surface-to-surface missile
RBS15, just to name a few of our more important orders.

As a whole, Saab’s order backlog rose to a new record,
SEK 51 billion,

Success creates flexibility
We can certainly be proud of our success. It gives us the
flexibility we need to take on the challenges that lie ahead.

We will continue to grow with good profitability. This
will create the development resources we need to remain
a world-leading company. In-house research and devel-
opment is extremely important; we must further develop
our unique expertise so that we can continue to develop
leading products. World-class knowledge and competen-
cies also make us an attractive partner in major interna-
tional development projects, which we expect will become
even more important moving forward,

Our efforts to be more efficient and improve our profita-
bility have therefore been intensified. We are now working
with several different programs aimed at higher cost effi-
dency, better follow-ups and leaner, more uniform processes.

Internaticonalisation remains a priority

Saab’s transformation to an increasingly international com-
pany is continuing. This poses both cultural and profes-
sional challenges. New, broader-based customer contacts
in a growing interational market encourage us to change
the way we work and how we are organised. As our share
of employees outside Sweden rises, there is also a grow-
ing need for uniformity, quick reporting channels and a
business model that helps us to remain an innovative and
flexible company. I am convinced that we can handle the
challenge in the right way and that Saab will remain suc-
cessful in its growth and internationalisation.



Ake Svensson
President and CEQ

Strengthening our market position

With our profitability and werld-leading products as a
base, Saab will continue to grow sales through aggressive,
continueus marketing efforts. For example, we will utilize
our expertise in systems development to secure major new
commitments and, particularly in our home markets, to be
a leader in integrating complex systems.

The export of the Gripen fighter is critical to Saab. More
export orders give us the opportunity to further develop the
Gripen system long-term. We have noted growing interest
from our neighbours, Denmark and Norwzy, as well as
from several countries in Eastern and Centzal Europe.

Today the large part of our business is defence-related,
But we realise that our expertise in defence can also be app-
lied in the civilian market. This is true, for example, of com-
munication, command & control and surveillance systems
to protect important infrastructure, We are seeing a growing
need in society to protect transportation, energy, capital and
information flows. There is a future potentia’ here for Saab.

PRESIDENT'S COMMENT

Procurements are handled differently in the civilian market
than in the defence sector, and the customer structure dif-
fers. But we realize that this is an increasingly important
market for us and, in the future, we will play a more active
role as the military and civil markets intersect — with a
focus on civil security in a broad sense.

Changing with the market

The world is constantly changing, and Saab has to change
with it. This is reflected in the modifications to our orga-
nisational structure and business objectives. During the
year we reevaluated our vision, our business concept and
our values. The keywords linking these formulations are
competence, creativity and willingness to change. Over the
years, Saab has been a company that embraces change and
has been able to adapt quickly. I believe these qualities and
the ability to gather our efforts behind the Saab brand will
be even more important as we move ahead.

Good prospects

1 am positive about Saab’s prospects in the years ahead. We
begin 2007 with a record-high order book, higher sales and
stable earnings. And we have leading technologies in all
our operations. Saab stands strong as it looks to the future.

Linkdping, February 2007
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COMMENT BY THE CHAIRMAN

Sweden: An important base
for international success

Saab is 70 years old this year and in its long and interest-
ing history has achieved success by developing unique
products based upon advanced and innovative technology.
This creativity has kept Saab at the forefront of technology
and our comparny has time and again managed to push the
envelope, The results produced in the last year show that
this approach has been effective.

Saab’s successes are, and have been, of great im-
portance to the industrial landscape. Our development has
had a direct impact on the unique industriat expertise that
has been built up in Sweden’s aviation industry and other
high-tech sectors. Great technological values have been
created. Values that can be further developed if managed
properly.

Saab’s and Sweden’s unique expertise is exemplified by
the Gripen fighter aircraft. It is a world-class, cost-effective
platform with great systems capability. The: competencies
developed through investments in Gripen and associated
systems cannot be overemphasized. Today Sweden is one
of only a few nations that have the capability to design and
develop a new generation of fighter aircraft, Gripen is also
an example of the ability of Swedish engineers to develop
cutting-edge technology and to weave their knowledge
and ideas with others’technical solutions to create unique
end products.

This gives Sweden an advantage it can capitalise on and
capabilities Saab wishes to build on. Preferably through a
cooperation that benefits all of society. Specialised exper-
tise and high technology are, and will remain, one of our
strongest competitive advantages in growing international
competition.

We must remember that if we lose the ability to design and
build advanced defence products, it will take a very long
time, or even prove impossible, to regain lost ground.

Leadership position

Saab’s research and development operations corresponded
to 17 percent of sales in 2006, a level that has been main-
tained for many years and the large part of which takes
place in Sweden. The objective is naturally to ensure that
Saab maintains its leading position in key areas.

But 1o get the most out of the resources we have in-
vested, we have to keep investing and maintain a positive
cooperation with the Swedish government. Saab cannot
maintain this expertise alone. If Sweden is to take the next
step forward in high technology areas and if Saab is to
serve as the leading entity in this endeavour, long-term
investments and commitments will be needed from several
parties. ;

It is therefore important that we see a continuation

of the constructive and ambitious cooperation between
Saab and the Swedish state in the form of development of
new products. This will ensure an environment in which
Sweden’s and Saab’s unique position can be further enhan-
ced. Technological development and sophisticated services
must be given priority.

Adapting and co-operating

In recent years, Saab has adapted to changes in the Swe-
dish defence budget. In doing so, Saab has demonstrated
a willingness to accommodate and managed the transition
from a domestically focused company to a leading interna-




@,

Marcus Wallenberg
Chairman of the Board

tional exporter. Saab has competitive products and systems
that meet international demands in terms of performance
and cost efficiency. Successful export sales will remain a
necessity moving forward.

The global market is interlaced with cress-border co-
operations. Internaticnal alliances will grow in importance
for Saab as well. In addition to future busiriess oppor-
tunities, they offer the chance to breaden £aab’s base of
competencies.

With our breadth and depth of know-how we are a
sought-after partner, and there is no question that Saab’s
unique expertise is highly valued in the international
market and that we stand up well to the competition. In
other words, opportunities for further internationalisation
are plentiful.

In major international development prejects, it will be
even more important that Sweden as a nat'on also demon-
strates a long-term commitment. The Sweclish defense for-
ces will remain an important reference for us. That is why
I wish to stress the importance of Sweden'’s continued col-

COMMENT BY THE CHAIRMAN

laboration with Saab and the rest of the Swedish defence
industry. By doing so, Sweden can preserve and expand a
national industrial asset in the form of the development re-
sources the Swedish defence industry commands. We look
forward to a continued alliance with our main customer
where we can add to a tong list of successful high-techno-
logy projects.

Strong share performance

The solid, focused efforts of our management and em-
ployees in 2006 produced notable success. Saab has again
shown the ability to combine technology of the highest in-
ternational class with good profitability and growth. Saab’s
shareholders enjoyed strong price performance during the
year, and the Board of Directors is proposing that the divi-
dend be increased to SEK 4.25 per share (4.00).

Continued efficiency and profitability are vital to Saab
in the years ahead. Good profitability provides the found-
ation to generate sufficient development resources so that
Saab can maintain its leadership position in the future.

The Board of Directors look forward to contribute to
Saab’s continued development and success.

Stockholm, February 2007
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BUSINESS CONCEPT.VISION AND OBJECTIVES

Acquisitions

strengthened growth

Financial objectives

GROWTH Saab’s organic growth will average 5 percent per
year over a business cycle. In 2006, organic growth was 3
percent (6), while total growth was 9 percent (8).

FINANCIAL OBJECTIVES Targat 2008 2005 2004 2003 2002

Salas growth, % 5 3 [3 5 4 5
Operating margin, % 10 83 86 104 7.5 7.4
Equityassets ratio, % 30 306 310 299 44 243
Dividend, X of after

tax income 040 3% 37 31 50 51
Dividend per share.

SEK - 435 400 375 150 350
* Board proposal.

}} Saah constantly develops, adopts and impro-
wes new technology to meat changing custo-
maer needs. Saab serves the global market of
governments, authorities and corpoirations

BUSINESS .
with products, 1ervices and solutions ranging
CONCEPT  fom military defence to civil security.

}} By pawsr of iInnovation, com-
petence and creatlvity, our
wision is to be a leader in tha
globa! ewvolution, expanding
tha defence industry to over
all human security.

VISION

OPERATING MaRGIN Saab’s operating margin after de-
preciation/amortization will be at least 10 percent over a
business cycle. Accordingly, the operating margin before
depreciation/amortization will be at least 15 percent. In
20086, the operating margin after deprediation/amortization
amounted to 8.3 percent (8.6). The operating margin before
depreciation/amortization was 12.0 percent (11.3).

EQUITY/ASSETS RATIO Saab's equity/assets ratio will exceed
30 percent. At the end of 2006, the equity/assets ratioc was 30.6
percent (31.0).

oivipenp roticy Saab’s long-term dividend should
correspond to 2040 percent of income after tax over a
business cycte. For 2006, the Board of Directors proposes a
dividend of SEK 4.25 per share (4.00), which corresponds
to 36 percent of net income.

Saab's results 2006 in brief

The Group's order bookings amounted to SEK 27,575 m.
(17,512), of which 72 percent {63) was recetved from custo-
mers outside Sweden and 77 percent (72) was attributable
to defence-related operations. The order backlog at year-
end amounted to SEK 51,099 m. (42,198).

The Group’s sales rose from the previous year to SEK
21,063 m. (19,314}, an increase of 9 percent.

The defence market accounted for 79 percent (82) of
sales. Sales from markets outside Sweden amounted to SEK
13,714 m, (10,773), corresponding to 65 percent (56).

Operating income amounted to SEK 1,745 m. {1,652), or
a margin of 8.3 percent (8.6). Costs for structural measures
affected operating income by SEK 445 m. (321). Excluding
structural costs, the margin was 10.4 percent (10.2) and
income before structural costs amounted to SEK 2,190 m.
(1,973).

%



STRATEGY

Continued expansion

outside Sweden

Saab’s long-term strategy remains firm. Operations are focused on the three strategic
business segments Defence and Security Solutions, Systems and Products, and Aeronautics.

The three segments reflect the conditions that distinguish
Saab’s various markets and businesses.

In Defence and Security Solutions, signed contracts
often reflect long-term relationships and a lecal presence.
Decisions are made at a high political level. In Systems and
Products, operations primarily comprise the development
and sale of niche products on the global market and the bu-
stness logic is more clearly tied to price, quality/petformance
and leading technology. Saab’s deliveries can comprise an
entire order or consist of subsystems in a larger solution. In
Aeronautics, the business logic is often a combination of
what we see in the two other strategic segments.

DEITRIF

OF OrERA

The three segments reflect the various
conditions in Saab's markets and businesses.

Saab’s business units are supported by the Group’s mar-
keting organization, Saab International, which identifies
business opportunities and assists the business units from
their initial contact with the customer and through the
entire sales and aftermarket process.

Another Group-wide function, Saab Industrial Coope-
ration, arranges industrial cooperations - offset programs
- an important success factor in connection with major
aircraft and defence orders. Industrial cooperations often
entail a pertion of production or development in the
buyer-country or industrial, commercial or research-related
alliances. o)
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IMPORTANT STRATEGIC CHALLENGES

Consolidate customer relations in Sweden

The shift by the Swedish defence to an operational force
means fewer and smaller series orders. On the other hand,
it creates new business opportunities where Saab can
assume greater responsibility for systems integration as
well as lifecycle service and support solutions. The conti-
nued development of Saab's offering is a key factor in the
relationship with the Swedish defence, anc. development
projects in Sweden remain important to Saab’s growing
capabilities.

HIGHLIGHTS 2004:

« Saab's sales in the Swedish market in 2006 amounted to SEK 7.3
blltion, or 35 percent of total sates.

+ Saab established a support office at the Swedish naval base in
Karlskrona to provide better service to the customer.

Establish and strengthen new home marlets

In several of Saab’s product and service areas, local opera-
Hons are crucial to be considered as a supplier. In addition
to Sweden, South Africa and Australia are tnarkets where
Saab is already an important partner in major national
defence and security solutions. Opportunities exist to de-
velop similar relationships with other counTies as well. To
further strengthen its position, Saab will utilize cooperative
projects, partnership solutions and acquisitions.

HIGHLIGHTS 1008:

* The acquisition of Maersk Data Defence In Denmark establishes
Saab in another NATC country.

+ Cooperative agreements were signed in Norwar and Denmark,
further strengthening Saab's position in Scandinavia.

+ Together with Denel, Saab began the establishment of 3 new unit
in South Africa.

Future efforts in aeronautics

Its world-leading position in aeronautics is strategically
important to Saab. Long-term customer relationships in
the area also create opportunities for additional sales of
other products and systems, and investments in advanced
aeronautics development provide a technological edge to
all of Saab’s units. To further enhance its unique expertise,
Saab focuses on continuous upgrades of the Gripen system,

partnerships and deliveries to the civil aviation industry,
and participation in international development projects.

HIGHLIGHTS 2006:

« The Swedish Air Force awarded Saab an order for the continued
development of the Gripen system worth over SEK 1 blllion.

In cooperation with Dassault of France, among others, Saab is
developing an unmanned combat alr vehicte demonstrator, Neuron.
Saab is responsible for technically advanced parts of the system. In
2006, Saab reached all its milestones on tme.

+ The unmanned helicopter Skeldar was launched,

Increase sales of niche products

Based on its world-leading systems and products, Saab
today has operations on every continent, and its products
can be found in over 50 markets around the world. Through
continued development and marketing, Saab will increase
its sales of niche products.

HIGHLIGHTS 2004:

+ Poland awarded Saab a contract to supply the surface-to-surface
missile RBS15 Mk3 valued at just over SEK 1 billion.

* Order for the weapon detecting radar ARTHUR, from Spain worth
EUR 5% m,

+ Saab signed a ten-year agreement with the U.S.Army to supply the
ultra lightweight camouflage net system (ULCANS).

Increase services

Many of Saab’s customers are choosing to outsource a
larger share of the operation of their systems and pro-
ducts. Services are therefore an important growth market
for Saab. In addition, Saab offers sophisticated consulting
services for development projects.

HIGHLIGHTS 2006:

+ Saab consolidated its aftermarket operations In the business unit
Saab Aerotech. Saab’s consulting services are consolidated in the
business unit Saab Combitech.

» Saab participated In the construction of the power supply and dist-
ribution system for Sweden’s peacekeeping forces in Afghanistan,

Continued development of new products and services
To maintain a leading position in its operating areas, Saab
invests significant resources in research and development.
Aside from the development work it performs on behalf

of customers, Saab develops new technology and new
systems and products, often through international coopera-
tions with other companies.
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Operating activities are conducted
by the Group's business units, sorted
here by business segment,

HIGHLIGHTS 2006: = The acquisition of Maersk Data Defence complements and

= in 2006, SEK 3.5 billion (2.5) was invested in R&D, or 17 percent of strengthens Saab’s product portfolio in communication and
sales. command and controd systems,

+ In cooperation with Selex and Elettronica of [taly, Saab is develo-
ping the next generation of integrated military radar, electronlc Consolidate position in civil security
warfare and communication systems. . I . . .
Civil security is a growing market where Saab’s expertise

* Saab successfully test fires the future Meteor and JRIS-T misslles. can be converted to new solutions designed for the civilian

» Newly established SaabVentures invests in small and midsize com- market. The market is driven in part by the increased
panies with technologies or markets that support Saab's strategic . i .
development. resources allocated in many countries to authorities for

investments in civil security.

Growth through acquisitions HIGHLIGHTS 2004:

In addition to its goal of average organic growth of 5 « Saab signed an agreement with Securitas to deliver 2 new techno-
percent, Saab will also grow through acquisitions. Through logical security platform for Arlanda, Sweden's largest airport.
strategic acquisitions, Saab can strengthen its presence in * The first stages of RAKEL, a single radio system for Sweden’s
local markets and build close, long-term customer relation- public safety authorities, were rolied out
ships. Acquisiions are also a way to increase mark + Saab received an order from the Swedish Coast Guard for the

P A q y et share development and Implementation of SJOBAS!S, a system that
for niche products. coordinates maritime monitoring and information.

HIGHLIGHTS 2008:

* The acquisition of Ericsson Microwave Systems (now Saab Micro-
wave Systems} gives Saab a world-leading positicn in radar and
sensor operations. The acquisition included Ericsson’s 40% Interest
in Saab Ericsson Space (now Saab Space).
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SAAB'S STRATEGIC BUSINESS SEGMENTS

Defence and Security Solutions

= Command and control and communication sysiems
* Integrated systems solutions

= Support solutions

+ Technical consulting services

+ Solutions for clvil security

The Defence and Security Solutions business segment
brings together Saab’s capabilities in the development and
integration of high-technology systems for reconnaissance,
surveillance, communication and command and control.
One example is the Swedish Air Force’s combat manage-
ment system, which links command and control centers,
aerial surveillance, and radio and data communication.
The airbomne surveillance system for Pakistan is another
example. In the international market, tactical
comumand and combat systems for land,
sea and airbome forces are among the
" areas where Saab has an especially strong
position.
Defence authorities and other government
agencies are increasingly outsourcing portions of their
operations. Saab therefore offers a wide range of lifecycle
support solutions.

The Defence and Security Solutions segment also of-
fers consulting services in systems development, systems
integration, and information and system

security for the defence, automotive and telecommuni-
cation industries as well as government departments and
authorities with responsibility for infrastructures.

The market for civil security systems continues to deve-
lop, creating new opportunities. Saab can supply systems
to handle information flows and coordination between
various authorities responsible for terrorist threats, natural
disasters and organized crime.

Systems and Products

* Unique systems, products and components
+ Development, production and upgrades

» Studies and demonstrators

* Maintenance and operations

Customers in the Systems and Pro-
ducts business segment mainly consist of
defence authorities and other defence contractors around
the wortld. In avionics (aeronautical electronics), Saab is a
leading supplier to both military and civil aviation manu-
facturers.

One example of a product with a market-leading po-
sition is the Carl-Gustaf anti-armour weapon, which has
been sold to more than 40 countries and has two succes-
sors in the AT4 and NLAW anti-armour systems.

Electronic warfare - warning, jamming and protection
against detection and weapons - is another area where
Saab has developed world-leading products, used in a large
number of combat vehicles, aircraft, helicopters, submari-
nes and surface vessels the world over.

The unique products in the newly acquired radar and
sensor operations were already vital components of Saab’s
systems such as the Bamse missile platform, the Gripen
fighter and the airtborme surveillance system. But they also
include products that in themselves command a leading
position in the global market. The weapon detecting radar
ARTHUR and the search radar GIRAFFE are two examples.

Signature managernent, which prevents detection by
even the most advanced technical equipment, is another
area where Saab has a world-leading position. The compa-
ny is by far the dominant supplier of the ultra lightweight
camouflage net system (ULCANS) to the U.S. Army.

The need for training is growing as more countries
participate in international missions and have to train their
troops under realistic conditions. Saab has a strong position
in advanced training systems for land-based forces and
now lists special police units among its customers.

Underwater technology for shallow water and harbours
is also an area where Saab has leading expertise. Significant
potential exists in autonomous, unmanned underwater
vehicles for both military and commercial applications.

Saab is also Europe’s leading independent supplier of
advanced equipment for the space industry.




Aeronautics

+ The Gripen fighter

» Unmanned Aerlal Vehicles (UAVs)

+ Supplier 1o international aeronautics programs
+ Leasing of reglonal aircraft

Saab has unique competence in aeronautizs, making
Sweden one of only a handful of countries in the world
that can develop modern fighter aircraft. Saab’s aeronautics
operations are dominated by the Gripen program.
In civil operations, Saab serves as a supplier of primary
aerostructures and subsystems to Airbus and Boeing, and
) earlier developed and manufactured the more than 500
j Saab 340 and Saab 2000 commercial aircraft currently
in service around the world.
Gripen, the world’s most modern fightar
aircraft in operational service, is currently used in
Sweden and NATO members the Czech Republic
and Hungary. In 2006, the prestigious Empire Test
Pilots’ School in the UK expanded its agreement
with Saab, giving it greater access to Gripen. South Africa
will begin operating Gripen in 2008. Export potential is
high, and Saab is working aggressively in a number of

STRATEGY

markets to win new contracts. The Gripen program inclu-
des significant sales of modifications, training and main-
tenance.

Saab’s world-leading competence in aeronautics is
built through development projects, in-house research and
international co-operations. For example, Saab has chief
responsibility for key subsystems in the Neuron program, a
European project to develop technology for an unmanned
combat aerial vehicle and next-generation fighter aircraft.

As a supplier of subsystems, Saab utilizes its expertise to [

develop complex structural units and subsystems for com-
mercial and military aireraft manufacturers. For example, it
has developed the mid and outer wing leading edge for the
Airbus A380 superjumbo, and avionics equipment and the
crew entrance door for the A400M.

With its unique expertise in aeronautics,
sensors and systems integration, Saabis a
leader in the development of unmanned aerial
vehicles (UAVs). Successful flights have been
conducted by the SHARC and FILUR technical demon-
strators, and in 2007 the unmanned helicopter Skeldar will
go from demonstrator to product with civil and military
applications.

pll:ll’l

of oranal




MARKET OVERVIEW

Growth potential
In select niches

Defence including military aviation

The international defence market’s development is being
affected by the growing competition for resources in go-
vernment budgets. Most defence budgets are shrinking as a
share of the total economy, even though some are growing
in absclute terms. Ini terms of volume and R&D, the U.S.
will remain the dominant power for the fo:eseeable future.
Countries in Eastern Europe are increasingly expected to
purchase mateziel from suppliers in the ELl and the U.S.
There are also expectations of some consolidation of the
defence industry in Europe and the U.5.

Global defence spending is estimated at USD 1.2 tril-
lien per year, according to IISS and Military Balance. In
2005, growth was 3.4 percent, which is slightly higher than
normal owing to, among other factors, a rapidly growing
U.S. defence budget. Moving forward, market growth is
expected to stabilize at around 1 percent.

DEFENCE EXPENDITURES 7005, USE BILLICN

United States 495
China 100
Russia ~64
France 54
Great Britain 52
fapan 45
Germany 3%
taly 32
Sawdi Arabia 25
india 7
Total, 10 jeading countries ~528
Total, World market ~1200
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The largest players in the defence area are Boeing, Lock-
heed Martin and General Dynamics in the U.S. and
EADS, Thales and BAE Systems in Europe. Saab’s sales of
defence-related systems and products, including military
aviation, amounted to slightly over SEK 17 billion in 2006.
This makes it a relatively small player. Saab has a small
home market, and a large number of markets are essenti-
ally closed off to it for political reasons.

In Sweden, defence authorities are concentrating on >
building operational forces for intemational and national v ‘s?*
missions. As a result, development work for the Swedish
defence industry is shrinking. One consequence of the
higher demands placed on cost efficiency is an increase in
outsourcing and lifecycle commitments.

Military aviation

The military aviation segment is dominated by manned
fighter aircraft, the market for which is estimated at USD 10-
16 billion per year in the next decade. Growth will be driven
by latent demand to replace the older generation of fighter
aircraft still used in a number of nations. The largest suppliers
are Lockheed-Martin, Boeing, the Eurofighter consortium,
Dassault Aviation, the Russian aviation industry and Saab.
Saab's market share is 5-10 percent, including the U.S. mar-
ket, which is not open to non-American suppliers.

The market for unmanned aerial vehicles (UAV's) is still
in an early development stage. Initially, military applica-
tions are expected to dominate the market. Eventually the
market will grow to also include civil applications, and Saab
is well-positioned. By 2015, the global market for UAV's is
expected to reach USD 4 billion.




Sensors and rador

In radar and sensors, Saab is ane of the five leading supp-
Hers in its niches. In total, Saab has around 10 percent of
the global market in its niches. Its main competitors are
Raytheon, Northrop Grumman, Selex, Thales and EADS.

Command and control

Saab has a strong position in command and control sys-
tems and will be introducing a new generation of systemns
based on modular architectur= to further bolster it competi-
tiveness. The modular-architecture facilitates co-operations
with suppliers, among other things. Saab’s major competi-
tors in command and control systems include Thales, Atlas,
AMS, BAE Systems and Selex.

Weapon systerns

Saab has a strong position in the niches for anti-ship missi-
les, air defence missile systems and man-portable weapons.
It primarily focuses on light, high-tech systems, so there are

Saab has operations in the form of companies, offices
oF representation on every continent of the world.

few competitors in each niche, thanks to which Saab has
gained a strong position globally in these areas.

Electronic worfare

Saab’s electronic warfare (EW) products include radar,
laser and missile wamnings systems, ELINT/ESM systemns,
jamumers, countermeasures dispensers and integrated EW
suites. The global market is estimated at SEK 50 billion, of
which the U.S. accounts for about half. Saab is one of the
ten largest EW suppliers. Among the market leaders are
BAE Systems, Raytheon, ITT and Northrop Grumman.

Signature management

The global market for camouflage products has noted

stable development, with growth potential in a nurnber

of areas. For example, the creation of international rapid

deployment forces in Europe is contributing to rising de-

mand for products adapted to warm climates. The market is
fragmented, and there are few major suppliers. o
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MARKET QVERVIEW

Training

Saab has a leading position in military training, with an of-
fering that stretches from syztems for the individual soldier
or pilot to tactical and operational training for entire units.
Competitors include Lockhe2d Martin and Cubic.

Civil security

Civil security is a growing market where Saab‘s expet-
tise can be hamessed to create new solutions for the civil
market.

The market is driven in part by the increased invest-
ments by authorities in civil security. Moving forward, the
EU is also expected to increase its expenditures for civil
security.

Saab is active in areas such as maritime security, pro-
tection of critical infrastructure, training for combat forces
and crisis management systems. These areas represent an
estimated SEK 100 billion anaually with the U.S. as the
dominant market. The share of the global market available

to Saab is expected to grow significantly in the years ahead.

The market is dominated by Boeing, Northrop Grumman
and Lockheed Martin as well as EADS, Thales and Sie-
mens, In recent years, Saab’s sales of civil security systems
have shown a stable growth.

Commercial aviation

The commercial aircraft market is dominated by Boeing
of the U.S. and Airbus of Europe. The market for aircraft
with more than 100 seats is expected to grow by 5 percent
annually in the next 20 years. Among current trends are
an increase in capacity utilization for existing aircraft and

growth in demand for new, more fuel-efficient models
as fuel prices rise. This segment of the total commercial
aircraft market is estimated at SEK 900 billion annually,
a quarter of which is avionics. The value of structures for
commercial aircraft is estimated at SEK 300 billion.

In the years ahead, Saab's sales of structures and
avionics systems for commercial passenger aircraft are ex-
pected to grow significantly. For example, delivery volumes
rise substantially after a new aircraft is introduced on the
market.

Space

The global market for space operations is valued at SEK
650 billion. The large share, 60 percent, relates to satellite
services and is experiencing the fastest growth. The US.
agency NASA accounts for slightly over 18 percent, and
the U.S. defence for 22 percent, of the total market. China
and India are both planning manned space flights, and
Russia has intensified its work with the navigation system
Glonass.

Europe’s investments through ESA account for about 4
percent of the global market. The Swedish space budget is
approximately SEK 750 m., the large part invested in pan-
European projects through ESA. The market is dominated
by a number of U.S. companies such as Lockheed Martin,
Boeing, Loral Space and Northrop Grumman and by the
European multinational companies Astrium and Alcatel
Alenia Space.

By focusing on select technologies, Saab has secured a
good market share within its niches.




Technology

SAAB'S MAAKET OFFERING

for a changing world

Aviation

Saab has been supplying pioneering solutions in the field
of aviation for 70 years. Today’s products range from the
world-leading fighter aircraft Gripen to advanced aero-
structures, display solutions and laser products as well

as tactical support systems. Moreover, Saab has a fleet of
regional aircraft it previously manufactured.

Electronic Warfare

Saab’s Electronic Warfare solutions are designed to ensure
mission success even under tie most severe conditions and
have been the choice for a range of combat and transport
aircraft, helicopters, combat vehicles, surface vessels and
submarines worldwide. The Electronic Warfare product
range includes jammers, ELINT/ESM systems and stand-
alone or fully integrated self-protection systems with laser,
radar and missile approach warming functions and world
renowned countermeasures cispensing systemns.

Weapon Systems

Saab offers world-leading systems and products for preci-
sion engagement with applications at sea, on land and in
the air. The RBS 15 surface-to-surface missile and Torpedo
2000 can secure vital maritime interests, BAMSE and RBS70
offer air defence for densely populated areas, infrastructure
and command functions. In intemational peacekeeping
operations, the Carl-Gustaf multi-role weapon and AT4

CS anti-armour weapon are vsed to defend against tanks,
secure buildings and support personnel.

Command & Control

Saab supplies integrated command and contro} system
solutions and civil security solutions that play a decisive
role in how forces are managed and interact. Our modular,
scalable systems are designed to summarize information

and provide decision-making support that gives strategic
and tactical superiority on land, in the air and at sea. Civil
applications help to make society safer.

Unmanned Systems

Unmanned systems in the air, on land or in water present
future alternatives for hazardous or monotonous and time-
consuming missions. Saab has developed systems for civil
and military applications, and is participating in internatio-
nal alliances to develop future solutions.

Sensor Systems

The ability to react rapidly and accurately to any threat is
vital in the modern battlefield as well as in other crises.
Saab ~ with systems for surveillance and defence of air,
land and sea - commands state-of-the-art competence in
radar and lasers. Saab’s systems give operational units in
more than 30 countries detailed situaticnal awareness and
more than meet today's growing demands for interoper-
ability, strategic mobility and networking capabilities.

Simulation & Training

From training systems for the individual soldier or pilot to
tactical training and strategic training at the highest level,
Saab can create realistic training and simulation for every
possible scenario. Saab offers products from target systems
for sharp shooting to integrated training systems at the
battalion level. For air forces, we offer everything from
tactical challenges to advanced flight simulation,

Signature Management

Adapting your"signature” to the surroundings in order to
confuse the enemy is often the key to success, Saab offers
several advanced technologies and leading solutions in
personal, static and mobile camouflage that greatly reduce

v
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SAAB'S MARKET OFFERING

the risk of being recognized and identified no matter what
the environment.

Support Solutions

Saab provides a broad spectram of integrated support

solutions for government agencies and industrial branches

alike - nationally and intemationally. We offer a breadth

and depth of expertise in our own systems and platforms
- and those of other suppliers for land, air and sea as well as

for electronics and information technology. Our services

cover their entire lifecycle, frem procurement to phase-out.

Underwater Systems

{ Saab develops high-technology underwater systems for

’ civil and military applications. Products and services are
supplied nationally and intemationally in various areas
such as mine detection and neutralization, maritime
security, underwater sensors and to the offshore industry.
Saab’s unmanned under-water vehicles are on the cut-
ting edge of technology and ere ideal for various missions
below the surface of the sea.

R
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Communicaticn

Through its consulting services, systems solutions, pro-
ducts and services, Saab provides robust communication
solutions for the military or civil market. We are working
continuously to develop secure communications and,
through communication, to make society safer.

Space

As an independent intemational supplier of space equip-
ment, Saab offers world-leading adapters and separation
systems for launchers. We are a leader in robust compu-
ter systems to manage and control satellites as well as
microwave components for commercial telecommunication
satellites. Our technology is used in all fields of applica-
tion: in launchers and in satellites for telecommurnication,
navigation, earth observation, meteorology and scientific
research.




PERSONNEL

Knowledge and development
make Saab a leader

Saab is a knowledge comdany with wortd-leading offerings. By building and refining our knowledge, ,
we can continue 1o develop leading systerns and products. We are therefore working systematically to aescier
enhance employees' skills, identify future leaders and strengthen Saab's attractiveness as an employer af oriha?

The common denominator for all our employees is Saab’s
values. They are important factors in the culture of tech-
nological innovation that distinguishes Saab irregardless
of the nationality of our employees or which part of the
company they work for.

In 2006, a great deal of time was devoted to a broad-
based discussion of these issues. The CEO and other mem-
bers of Group Management, in meetings during a global
tour, spoke with practically all employees to describe Saab’s
vision and future challenges, to get their opinions, and to
reinforce the company’s basic values:

Expertise — We combine a stzong history of knowledge
with constant learning.

Trust — We are global citizens, honest and reliable and we
keep our promises.

Ambition - We have a passion for innovation, we are open
to change and are committed to being fast and flexible.

The annual employee survey in 2006 showed, among
other things, that Saab’s employees generally share these
values and agree that they are a reflection of the business.
Acceptance of the values naturally is critical to the further
development of Saab and its employees.

-

Diversity a part of the business

Saab has quickly developed outside its traditional home
market of Sweden into a global company. This entails new
challenges, perhaps the biggest of which is diversity in
many different forms. Languages, leadership and routi-
nes are among the factors that have to work for the entire
Group as well as locally and in different cultures.

Saab’s core belief is that diversity is positive and should
be encouraged. This requires that the company is able to
utilize the competencies of all its employees and that it re-
gards differences as an asset. Diversity and an open climate
create an organization where creativity and innovation
flourish, which is vital to Saab’s development and ability to
remain a world leader.

Diversity work is followed up in the annwal surveys,
especially with regard to how each employee’s competence
and experience is utilized.

One way to promote diversity is to increase the share of
women in senior positions, which Saab is working continu-
ously to achieve. One way is to coach women who have be-
gun, or are about to begin, their first management assign-
ment through a specially developed mentoring program, a
new version of which is now being run for the second time.

Leaders of tomorrow

Developing good leaders and sound leadership is an ever

ongoing process. Saab has worked successfully for many

years to promote employees to key positions, and one of »
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the goals is to always have irternal candidates for manage-
ment positions. At the same time, Saab takes a long-term
approach to strengthening its attractiveness as an ermployer
and attracting talented new employees with the right com-
petence and values.

Though there is no set template for what a leader
should look like at Saab, theie are several key aspects to
leadership. The ability to adast to the situation at hand
is an important quality, and so is being able to manage
change. A leader at Saab must encourage commitment and
produce resuits. Clearly explaining goals and providing
regular feedback at an individual level is important in order
to get all employees involved and motivated. Openness
is the basis of a creative climate where new ideas can be
tested, which is imperative in a development-intensive
company like Saab.

One of the responsibilities of a leader is to manage
talent - in other words, to help employees to develop and
capitalize on their abilities in the best way possible. Every
manager is an important link in the long-term work with
Saab's talent pool.

Saab has a long-term approach to leadership deve-
lopment and invests heavily in an extensive and a diverse
range of leadership programs for current and prospective
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managers, project managers and specialists at all levels. In
2006, a number of internal leadership programs were also
offered in South Africa with very good results. There are
also special programs for younger employees, where the
goal i5 to better plan their personal development based on
their interests, abilities, expectations and competence.

For development-oriented young managers and leaders
with high potential, Saab offers an advanced leadership
program specially designed for its businesses and interna-
tional environment. This program is now being implemen-
ted on an international basis.

A knowledge company in every respect

It is essential to provide encouragement and help employ-
ees to build their skills, Competence needs are constantly
reassessed on the basis of the company’s businesses and
future challenges to ensure that development investments
are being correctly targeted.

In certain areas, Saab’s competencies are unmatched
anywhere in the world. This is how it has to be for the com-
pany to remain competitive. Saab’s employees simply have
to be world leaders in their fields. Saab is a highly research-
intensive company, investing billions of kronor annually
in R&D. To maximize these investments, employees must
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have the abilities, education and experience to implement
the comparny’s strategies and development projects. lt is
important therefore to periocically measure and evaluate
competence needs.

It is also important to take advantage of all opportuni-
ties to share knowledge internally, which can produce tre-
mendous benefits. Saab has therefore created Technology
Transfer Groups, where employees from different parts of
the Group who work in the same technological fields can
come together to exchange knowledge.

The best learning is achieved through a combination
of day-to-day experience and special development efforts
initiated either by the company or the individual employee.
Every employee has a responsibility to take advantage of
opportunities for further development. To teconcile the
needs of the individual with those of the company, perfor-
mance reviews are periodically conducted. Every manager
is expected to conduct reviews with his or her employees at
least once a year.

Constant search for talent

Saab works actively with benchmarking to enhance its role
as an employer and meet the demands of today’s talents
and tomorrow’s leaders.
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Saab’s internal job market provides opportunities for a
range of assignments in various locations, and job rotation
is encouraged. The positive effects of broader, more exten-
sive networking and an exchange of knowledge will help
both the individual and company to develop.

Continuous work is ongoing at Saab to identify and
meonitor talented leaders. in 2006, it began work to improve
the internal process for assessing talent. Long-term talent
needs are being more strongly linked to future business
challenges, and Saab’s structured process for talent mana-
gement is becoming a more integral part of Group-wide
strategy work. Conferences within the Group to improve
job rotation among high-potential candidates will hegin in
2007.

To reinforce its image as an attractive employer, Saab
works extensively and continuously to build its brand on a
local, national and international level and increase famili-
arity with and confidence in the company. The key to these
efforts is that current employees see Saab as an attractive
and professional employer — areas where it rates high in
the employee survey.

Saab also places high in various external rankings,
which are used to monitor what important target groups
- technology students and young professionals - think
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about it as a company. High rankings on these lists are a
sign that Saab remains one of Sweden’s most sought-after
employers.

In May 2006, Saab was nzmed IT Company of the Year
by the Swedish business magazine Veckans Affirer, con-
firmation of the enormous competence Saab has in the [T
area and underscoring that [T solutions are an integral part
of its operations.

Another issue with regarc| to talent is long-term access
to skilled labour wherever in the world Saab operates. In
Sweden, it has been working actively for years with various
activities to promote interest in engineering. One example
is the”Swedish Championship in Technology.” In South
Africa, Saab actively support: engineering schools.

Good heaith means higher profitability

A healthy compar{y is a profitable company. Maintaining a
global approach to healthcare and wellness and a work/life
balance is an important component in improving operat-
ing efficiency. Saab focuses on preventive measures and
continuously measures and follows up absenteeism and its
causes. This information is then used as important input in
further preventive work.

In the employee survey in 2006, a majority of employees
felt that Saab demonstrates a positive attitude toward its
employees’need for a balance between work and life. The
same survey shows, however, that there is room for impro-
vement in how wellness opportunities are promoted — and
in certain cases in terms of access to wellness programs.

The success of this work is indicated by relatively low
absenteeism levels in recent years.

Follow-up work

Saab's People Management work is primarily followed
up in two ways: an annual, Group-wide survey and HR
reviews.

The purpose of the survey is to monitor and measure
whether employees feel Saab is living up to the high level
of ambition described in the Personnel policy. The HR
review means that each business unit is reviewed annually
on its HR performance.

The employee survey in 2006 encompassed the entire
Group for the first time. The response rate was 74 percent,
which is slightly unsatisfactory. The goal is to achieve a
higher rate in 2007.

In general, the survey showed that employees are po-
sitive about Saab’s future, that Saab is seen as an attrac-
tive and professional employer, and that the majority of
employees share Saab’s values and are proud of and loyal
to the company.

Certain areas received lower ratings, such as the ability
to identify future competence needs and make use of
current competence. The number of performance reviews
remains good, but has not reached the level Saab is aiming
at — at least one review per employee and year.

Based on the results of the 2006 survey, every business
unit has analyzed and begun working on improvements
in critical areas. This is supported on a Group-wide basis
through regular follow-ups and activities in a number of
areas, including leadership development and communica-
tion. Among other things, the Group's commuon intranet
has helped in the dissemination of information.

The CEQ's tour around the Group in 2006 to present
and discuss Saab’s strategies, values and future challenges
will be followed up in 2007 to better familiarize employees
with these issues. -'-EI




SAAB IN SQCIETY

Social responsibility fundamental
to Saab’s operations

Saab supports efforts to promote free competition and
good business ethics, and supports transparency and open-
ness. We also support the rigiat of every nation to defend
itself as written into the United Nations’ Charter. Saab,
which is based in a parliamentary democracy, contributes
to global security and stability through controlled exports.

In a policy document, Saab has laid down its overall gui-
delines for environmental anc! ethical issues. Saab supports,
and strives to comply with, th2 principles of the UN Global
Compact and OECDY's Guidelines for Multinational Enterpri-
ses. The document clarifies our responsibility to customers,
employees, shareholders and the community. For example,
compensation paid to agents, suppliers and partners are
based solely on the products and services procured.

Saab’s operations are govemed by a number of rules
and regulations, In Sweden, the production and export

of military materiel are governed by laws, ordinances and
guidelines adopted by parliament. Supervision is handled
by the National Inspectorate of Strategic

Products. All ransactions made by Saab which fall
under this legislation must therefore be approved by the
Swedish state. Similar supervision and legislation exists in
most of the countries in which Saab operates.

Moreover, Saab acts in accordance with the laws of the
countries in which it conducts business, helps to protect

human rights and pays consideration to health, safety and
the envirorunent.

Contributing to sustainable development

‘The aim of Saab’s environmental policy is to ensure com-

pliance with requirements from customers and legal statutes

and to contribute to society’s sustainable development. »

ENVIRONMENTAL POLICY  WEWILLACHIEVE THESE BY:

+ Implementing environmental management systems that fulfill the requirements in

}} Through welt-structured snvi- IS0 14001:2004
r | worlk am d
irmpr the snvi | * Identifying and minimiting the products’ and operations’ envirenmental risks
influence from plans, products and + minimizing the use and emissions of hazardous substances/materials, and
sarvices shall be minimited as far as efficiently using energy and natural resources

tachnically poxsibla and sconomi-
cally reasonable.

* complying with applicable regulations and other requirements in the environmental field

+ affirming an attitude of openness in communlcating our environmental work,
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SAAB IN SOCIETY

The environmental impact from our business units varies Suppliers

greatly depending on the typ2 of product, service and busi- A large part of the components and equipment used in

ness. IS0 14001 certified environmental management sys- Saab’s products is purchased from subcontractors. It is im-

tems are used by Saab Bofors Dynamics, Saab Underwater portant that they, too, abide by the same environmental de-

Systems, Saab Microwave Systems, Saab Communication, mands. Saab’s business units evaluate their environmental

Combitech, Saab Aerotech, Saab Training Systems, Saab work and set demands. Naturally the focus is on the work

Barracuda, Saab Space, Austr.an Aerospace, Saab Bofors these suppliers devote to the components and equipment

Test Center and Saab Support. Environmental management used in Saab’s products.

systems essentially adapted to ISO 14001 are used by Saab

Aerosystems, Saab Aerostructures, Saab Avitronics and Environmental improvements

Linkdping City Airport. Environmental improvements are made on a continuous
Saab's environmental work is described below under the basis through management by objectives. Targets are in

following headings: Suppliers, Enwironmental improvements, place to reduce energy consumption and use of hazardous

Replacement of hazardous substances and Climate issues. chemicals. Several units are introducing routines to take

environmental aspects into consideration in their devel-
opment processes and to identify and reduce the share of
hazardous substances in the products they market.

Energy consumption M Electricity Emissions of volatile organic solvents (VOC)
GWh W Heat Tonnes
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Saab works actively to consume energy more efficiently. Every year a number Contiruous work is under way at 5aab to reduce emissians of VOCs. Emis-
of projects are conducted to reduce consumption. The increase in electricity sions have therefore decreased substantially in recent years Saab Aerostruc.
tonsumption in 2006 is due to the acguisition of Saab Microwave Systems tures accounts for the farge share of emissions.

and the inclusion of the operations in South Africa in the figures.
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Saab also has goals to improve transport and travel effi-
dlency in order to reduce the contribution to the green-
house effect as well as to slash wastes and emissions

into the air and water. These emissions primarily consist

of organic solvents released into the air and metals and
deicing agents released into the water. The systems used to
sort wastes are continuously improved in order to increase
the share of recycled material and recovered energy.

Replecement of hazardous substances

To meet high safety and technical performance require-
ments, Saab must still use sustances that are classified

as hazardous to humans and the environment. Saab has
initiated several national and international development
projects to replace such substances, the following of which
have the highest priority: volatile organic solvents (VOCs),
trichloroethylene (chlorinated VOCs), ozone-depleting sub-

Consumption of chlorinated volatile organic solvents

Tonnes (chlorinated VOC)

5

0

15
10
| E
0
2002 2003 2004 2005 2006

The large part of the consumption of chiorinated VO(Cs is comprised of
trichlcroethylene used for cleaning purposes by Saab Aerostructures and Saab
Aerotech, among others. Through acte: efforts, consumption has decreased
in recent years.

SAAB IN SOCIETY

stances (refrigerants), lead, chromates and cadmium. Over
a ten-year period, the use of hazardous substances has
been reduced drastically.

Climate issues

Saab participates in the so-called Environmental index
compiled by Swedish insurance company Folksam. In the
2005 index Saab received a grade of five on a scale of seven
fer climate impact. Its contribution to the greenhouse effect
decreased compared with 2004.

For many years, Saab has limited its company cars to
those that meet environmental classification requirements
for 2005. As of 2005, biogas or ethanol vehicles are also
available. Saab’s business travel agreements give a prefer-
ence to environmentally friendly vehicles.
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Financial review

Saab AB (publ.), Corporate Identity No. 556036-0793,
registered office in Link&ping, Sweden, has been listed

on the Stockholm Stock Exchange since 1998 and on the
large cap list since October, 2006. The principal owners are
Investor AB, with 20 percent of the shares, corresponding
to 38 percent of the votes, anid BAE Systems, with 21 per-

cent of the shares, corresponding to 20 percent of the votes.

The remaining 59 percent of the shares are traded on the
Stockholm Stock Exchange.

OPERATIONS

Saab is one of the world's leading high-technology com-
panies, with its main operations in defence, aviation, space
and security solutions. Saab has the world as its market,
but research, development ar.d production are principally
carried out in Sweden.

As of January 1, 2005, 5aa>’s business units are divided
into the three business segments Defence and Security
Solutions, Systems and Products and Aeronautics for
control and reporting purposes.

In addition, Corporate cornprises Group staffs and
departments and peripheral operations. It also includes
the leasing fleet of 163 Saab 240 and Saab 2000 aircraft.
Operational responsibility for the leasing fleet lies with
Aeronautics.

Defence and Security Solutions

The Defence and Security Solutions business segment
brings together Saab’s capabilities in the development and
integration of high-technology systems for reconnaissance,
surveillance, communication and command and control.
One example is the Swedish Air Force's combat manage-
ment system, which links command and control centers,

aerial surveillance, and radioc and data communication, In
the international market, tactical command and combat
systems for land, sea and airborne forces are among the
areas where Saab has an especially strong position.

Defence authorities and other government agencies are
increasingly outsourcing portions of their operations. Saab
therefore offers a wide range of lifecycle support solutions.

Defence and Security Solutions also offers consulting
services in systems development, systems integration, and
information and system security for the defence, automo-
tive and telecommunication industries as well as govern-
ment agencies with responsibility for infrastructures.

The market for civil security systems continues to deve-
lop, creating new opportunities. Saab can supply systems
to handle information flows and coordination between
various authorities responsible for terrorist threats, natural
disasters and organized crime.

Systems and Products

Customers in the Systems and Products business segment
mainly consist of defence authorities and other defence
contractors arournd the world. In avionics (aeronautical
electronics), Saab is a leading supplier to both military and
civil aviation manufacturers.

Another product with a market-leading position is the
Carl-Gustaf anti-armor weapon, which has been sold to
more than 40 countries and has two successors in the AT4
and NLAW anti-armor systems.

Electronic warfare — waming, jamming and protection
against detection and weapons - is another area where
Saab has developed world-leading products, used in a large
number of combat vehicles, aircraft, helicopters, submari-
nes and surface vessels the world over.

The urique products in the newly acquired radar and




sensor operations were already vital components of Saab’s
systems such as the Bamse missile platform, Gripen and air-
borne surveillance system. But they also command a leading
position in the global market. The artillery detecting radar
ARTHUR and the search radar GIRAFFE are two examples.

Signature management, which prevents detection by
even the most advanced technical equipment, is another
area where Saab has a world-leading position. It is by far
the dominant supplier of the ultra lightweight camouflage
net system (ULCANS) to the U.S. Army.

The need for training is growing as more countries
participate in international missions and have to train their
troops under realistic conditicns. Saab has a strong position
in advanced training systems for land-based forces and
now lists special police units among its customers.

Underwater technology for shallow water and harbors
is also an area where Saab has leading expertise. Significant
potential exists in autonomous, unmanned underwater
vehicles for both military and commercial applications.

Saab is also Eurcpe’s leading independent supplier of
advanced equipment for the space industry.

Aeronautics

Saab has unique competence in aeronautics, making
Sweden one of only a handful of countries in the wotld
that can develop modem figheer aircraft. Saab’s aeronautics
operations are dominated by the Gripen program.

In civil operations, Saab serves as a supplier of subsys-
tems to Airbus and Boeing.

Gripen, the world’s most modern fighter aircraft in
operational service, is currently used in Sweden and NATO
members the Czech Republic and Hungary. In 2006, the
prestigious Empire Test Pilots’ School in the UK agreed to
expand its use of Gripen for test pilot training. South Africa
will begin flying Gripen in 2008. Export potential is high,
and Saab is working aggressively in a number of markets to
win new contracts. The Gripen program includes significant
sates of modifications, training and maintenance.

Saab's world-leading competence in aeronautics is
built through development prajects, in-house research and
international cooperations. For example, Saab has primary
responsibility for key subsystems in the Neuron program,

a European project to develop an unmanned combat air
vehicle and next-generation fighter aircraft.

FINANCIAL REVIEW

In its role as a subsystern supplier, Saab utilizes its
expertise to develop complex structural units and subsys-
tems for commercial and military aircraft manufacturers.
For example, it has developed the mid and outer wing
leading edge for the Airbus A380 superjumbo and avionics
equipment for the A400M.

With its unique expertise in aeronautics, sensors and
systems integration, Saab is a leader in the development of
unmanned aerial vehicles (UAVs). Successful flights have
been conducted by the SHARC and FILUR technical de-
monstrators, and in 2007 the unmanned helicopter Skeldar
will go from demonstrator to product with civil and military
applications.

ACQUISITIONS AND DIVESTMENTS
DURING THE YEAR

During the first quarter, a joint venture was formed
together with TietoEnator, TietoSaab Systems Oy. Saab’s
share is 40 percent. The company was formed through a
non-cash issue in which Saab contributed the net assets
of Elesco Oy. In addition, TietoEnator received SEK 48 m.
in cash, The transaction resulted in recognized goodwill of
SEK 48 m.

On March 27, the subsidiary Saab Metech AB was sold
for SEK 253 m. with a capital gain of SEK 180 m. If the
sale had taken place on January 1, 2006, consolidated sales
would have been SEK 57 m. lower and operating income
would have been reduced by SEK 7 m. Income after tax
would have been reduced by SEK 5 m., excluding capital
gains.

On May 1, Saab acquired 100 percent of the shares in
the South African avionics company Aerospace Monitoring
and Systems (Pty) Ltd (AMS). The sales price amounted
to 25 million rand and recognized goodwill was 20 million
rand. The acquisition was financed with liquid assets. In-
cluding liquid assets in the acquired company, the Group’s
liquid assets decreased by 20 million rand or approximately
SEK 25 m. AMS has 75 employees and sales in 2005 of ap-
proximately 58 million rand.

Saab reached an agreement with Denel in South Africa
to initially acquire 20 percent of a new aerestnictures com-
pany, with the option to acquire a majority interest after th-
ree years. The acquisition will be reported according to the

7
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equity method. As agreed, Saab will contribute SEK 70 m.
to the new cormpany. The majority owner will contribute

sufficient funds to ensure a positive result during the build-

up stage. This acquisition will have no effect on Saab’s

and was consolidated in the Group, due to which only
income after tax would have been affected if the acquisition
had taken place on January 1. Income after tax would have
been positively affected by SEK 2 m. and earnings per share

28

income during the first three vears,

All the shares in Maersk Crata Defence A/S of Denmark
were acquired on August 31. The acquisition price is con-
tingent on the company’s earnings in 2006. The preliminary
price is slightly over DKK 46 in. Final settlement will take
place when the annual accounts for 2006 are closed. Trans-
lated to SEK, the preliminary purchase price amounted to
SEK 58 m. The acquisition was financed with liquid assets,
and the number of employees as of September 30 was 179.

If the acquisition of Maers's Data Defence A/S had taken
place on January 1, 2006, consolidated sales would have
been SEK 92 m. higher and operating income would have
been SEK 24 M. lower. Incoms after tax would have been
reduced by SEK 18 m. and earnings per share by SEK 0.16.

On September 1, Saab acquired all the shares in Erics-
son Microwave Systems AB, now named Saab Microwave
Systerns AB. The acqusition pricz amounted to SEK 3,763 m.
The surplus value amounts to SEK 2,149 m., of which
identified intangible assets account for SEK 957 m. and
goodwill for SEK 1,460 m. with a deduction for deferred
tax liabilities of SEK 268 m. The estimated pericds of use
for other intangible assets ranges between 5 and 15 years.
Goodwill primarily consists of the estimated effects of
synergies and resources in the form of human capital. The
acquisition was financed with liquid assets and a short-
term loan within the framewcrk of an existing credit facility
of 5EK 1,000 m. The number of employees as of September
30 was 1,203.

If the acquisition of Saab Microwave Systems had taken
place on January 1, consolidated sales would have been
SEK 1,840 m. higher. Operating income, including ameor-
tzation of intangible assets of SEK 136 m., would have
been SEK 42 m. lower, and income after tax would have
been SEK 29 m. lower. Eamings per share would have been
reduced by SEK 0.27.

On September 1, Saab acquired 40 percent of the shares
in Saab Exicsson Space AB, now named Saab Space AB, for
SEK 100 m. The surpius value amounts to SEK 25 m. and is
due in its entirety to goodwill and synergy effects,

Saab Ericsson Space was previously 60 percent owned

by SEK 0.02.

Further reference is made to Note 8,

Internal restructurings

During the year, Saab implemented a reorganization de-
signed to better capitalize on resources and new business
opportunities by combining operations that closely work
together. As of January 1, 2006, Saab consists of 15 business
units instead of the previous 19, During the year, two more
business units were added, Saab Microwave Systems and
Saab Surveillance Systems. The segments and business
units are now as follows:

Defenca and Security Systemns and Products Aeronautics
Solutions
Saab Asrotech Saab Awitronics Saab Asrosystems
Saab Communication Saab Barracuda Saab Asrcstructures
Saab Grintek Saab Bofors Oynamics Saab Aircraft Leasing
Saab Systems Saab Space Gripen International
Combrech Saab Training Systems
Saab Survedlance Systems | Saab Microwave Systems

Saib Underwater Systems

The following business units were transferred to new bu-
siness units: AerotechTelub, Saab Aircraft, Saab Aviocomp,
Saab Contracting, Saab Metech, Saab TransponderTech and

Saab Nyge Aero,

The largest changes are due to the new business units
Combitech, Saab Communication and Saab Aerotech. The
business unit Combitech, which was previously part of the
business unit AerotechTelub, provides consulting services.
The mission of Saab Communication is to supply robust
communication systems and services to military and com-
mercial customers. The business unit Saab Aerotech offers
customized support and logistics solutions to defence and
commercial customers in selected markets and regional
aircraft operators in the global market.

The new organizational structure means that SEK 900 m.
of the business segment Aeronautics’sales has been shifted
to the business segment Defence and Security Solutions.




The corresponding figures fo: operating income and em-
ployees are SEK 80 m. and 5(0. Figures refer to 2005,

In connection with the reorganization of its business
units, Saab also decided to strearnline its legal corporate
structure. As of January 1, 2006 the operations of Saab
Nyge Aero AB, Saab Contracting AB and Saab Aircraft AB
were transferred to Saab AB, All operations, excluding the
consulting portion of AerotechTelub AB, were also transfer-
red to Saab AB, while the consulting operations remained
in the company, which has changed its name to Combitech
AB. The operations of Combitech Systems AB were trans-
ferred to Combitech AB. Saab Aviocomp's operations was
transferred to Saab AB during the first half of 2006.

As of January 1, 2007 the operations of Saab Microwave
Systems AB have been transferred to Saab AB.

ORDERS, SALES AND INCOME

Orders

Order bookings amounted tc SEK 27,575 m. (17,512}, the
highest level ever for Saab. Seventy-two percent (63} of or-
ders came from customers outside Sweden and 77 percent
{72) was attributable to defence-related operations.

Qrder bookings by business segment

SEK m. 1006 1008
Defence and Security Solutions 16,415 7.648
Systerns and Products 7.691 6716
Ageronautics 4956 34603
Corporate 53 243
Internat -1.540 708
“Total 27575 17512

Order bookings for Defence and Security Sclutions rose to
SEK 16,415 m. (7,648). The incTease is directly the result of
the order for an airborne early warning system from Pakistan
and the fact that Saab Grintel, which was acquired in May,
2005, is included for the full-year 2006. All business units rai-
sed their order bockings with the exception of Saab Systems,
which decreased due to very high order bookings in 2005.
During the year, orders were received for command and con-
trol systems for four Swedish submarines, the modification
of two Saab 340 AEW-200 swveillance aircraft for FMV, and
support and maintenance of commercial and military aircraft.

FINANCIAL REYIEW

Order bookings for Systems and Products rose to SEK
7,691 m. (6,726). The increase is attributable to the fact that
Saab Microwave Systems is now a business unit within the
segment. Among other business units, order bookings rose
for Saab Avitronics, Saab Bofors Dynamics, Saab Space and
Saab Underwater Systems, while order bookings decreased
for Saab Training Systems and Saab Barracuda. During the
year, orders were received for the BOL countermeasures
dispensing system for the Eurofighter and key onboard
equipment for the first four satellites in Galileo, Europe’s
new satellite navigation system. The Polish Navy ordered
the surface-to-surface missile system RBS15 Mk3, and
Saab received its first major defence order from Spain for
ARTHUR artillery detecting radars, including a training
simulator and logistics.

Order bookings for Aeronautics amounted to SEK
4,956 m. (3,603}, an increase of SEK 1,333 m. Order book-
ings for Saab Aerostructures rose, including further orders
from Airbus and Boeing. Order bockings also rose for Saab
Aerosystems and related to the continued development of
Gripen.
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Order backlog by business tegment

Sales by geographic market

SEK m. 2006 2005 SEK m, 2006 X of sales. 2005 %ofsales.  Change
Defence and Security Solutions 13,654 5300 Sweden 7349 5 8,541 44 1192
Systems and Products 18,950 16,325 Rest of EU 6,080 29 5420 8 660
Aerpnautics 20,440 21970 Rest of Europe 292 1 343 2 -
Carporate 12 163 Total, Europe 13721 65 14304 7 -583
Internaf 1957 1,560 NorthAmerica 1746 8 1408 B 138
Total 51,099 42,198 Latin America 57 - 83 - -26
Asia 1,757 8 684 4 1073

The order backlog at year-end was SEK 51,099 m. (42,198). Fo- Australia, etc. 975 5 1,195 6 220
reign orders account for 77 percent (75) of the backlog. Of the Africa 2807 14 1440 8 1367
increase totaling SEK 8,901 m., approximately SEK 3,000 m. Total 21063 100 19314 100 1749

relates to the acquisition of Erisson Microwave Systems.
The order backlog includes:

* Gripen to Sweden and on export

» Airbormne early warning systems

* Active and passive countetrneasure systems

¢ Missile systems for air, sea and land

* Structures and subsystems for Airbus and Boeing
* Anti-tank systems

¢ Command and control, avionics and fire control systems
» Radar systems

* Signature management systems

Sales
Group sales rose to SEK 21,053 m. (19,314) year-to-year, an
increase of 9 percent. Organic growth was approximately 3
percent adjusted for the acquisition of Saab Grintek, which
is included for twelve months in 2006 compared with
seven months in 2005, and the acquisition of Saab Micro-
wave Systems on September 1, 2006, Organic growth was
slightly lower than expected, mainly due to a delayed order.
Of sales, 79 percent (82) rzlated to the defence mar-
ket. Sales in foreign markets amounted to SEK 13,714 m.
(10,773}, exceeding revenue in the Swedish home market
and accounting for 65 percent (56} of total sales. Exports
from the Group’s Swedish cornpanies totaled SEK 10,075 m.
(7,912). The Group’s exports to the EU market amounted
to SEK 5,735 m. {5,012) and total sales in the EU, excluding
Sweden, were SEK 6,080 m. (5,420).

Sales in the EU mainly relate to Germany, the UK, Hungary
and France. Sales of SEK 2,807 m. in Africa mainly relates
to Saab Grintek and Saab Aerosystems in South Africa.

Sales by business segment

SEK m, 2004 2003 Change
Defence and Security

Solutions 8028 6,303 17.4%
Systems and Products 8580 7397 - 16.0%
Aercnautics 6010 6775 -11.3%
Corporate 204 82

Internal 4,759 5,243

Totall 21063 19,114 9.1%

Sales for Defence and Security Solutions rose to SEK 8,028 m.
(6,303}, an increase of 27 percent. The increase is mainly due
1o the fact that Saab Grintek is included for twelve months in
2006 compared with seven months on 2005 and that the new
business unit Saab Surveillance Systems started operations.
For other business units within Defence and Security Solu-
tions, sales rose year-to-year. Foreign markets accounted for
55 percent (48) of sales.

Sales for Systems and Products rose to SEK 8,580 m.,
(7,397), an increase of 16 percent. The increase was positively
affected by the acquisition of Saab Microwave Systems on
September 1, 2006, Saab Barracuda increased through higher
volumes in the U.S. market, and Saab Bofors Dynamics rose
mainly through higher volumes for NLAW and Carl-Gustaf.
Saab Avitronics, Saab Space and Saab Underwater Systems
were in line with the previous year, while volumnes for Saab




Training Systems were lower. Foreign markets accounted for
70 percent (67) of sales.

Aeronautics’ sales decreased to SEK 6,010 m. (6,775). Sales
for Saab Aerosystems decreased due to a delayed order and
lower sales for the Swedish Gripen program. Of total sales,
47 percent (59) relates to the Swedish market, including the
delivery of 10 (16) Gripen in batch 3. In all, 36 Gripen are still
to be delivered to Sweden and South Africa, as well as six
to Hungary. Saab Aerostructures’sales were in line with the
previous year, and sales to Airbus amounted to approximately
SEK 450 m.

Income, margin and profitakility

Operating income amounted to SEK 1,745 m. (1,652), cor-
responding to a margin of 8.3 percent (8.6). Structural costs
affected operating income by SEK 445 m. (321). Excluding
structural costs, the margin was 10.4 percent {10.2). Income
before structural costs amoun:ed to SEK 2,190 m. (1,973).
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Income statement

SEK m. 2008 1005

Safes 21,063 19.314

Cost of goods sold 15,775 -15.003

Gross income 5,288 4311 .

Margin 25.1% 223%

Qther operating income 330 322

Marketing expenses -1,646 -1,203

Administrative expenses -1.279 -1,132

Research and development costs -805 -552

Qther operating expenses -165

Share in income of associated cos. 22

Operating income" 1745

Margin 8.3%

Share in income of associated cos. -28

Financial incorne and expenses 14

Income before taxes 1,693

Taxes -346

Net income for the year 1347

Of which Pa-r!-:nt Compan-y shaz;holders'

interest 1,300 1,189

Of which minority interest 47 10

Earnings per share before and after

dilution, SEK® 1191 10.89

Hreludes depreciation, amartization and

impairments of -1.056 949
of which depreciation of lease assets -282 419

»Average number of shares 109150344 109,150,344

The gross margin improved compared with the previcus
year to 25.1 percent (22.3). In recent years, Saab has fo-
cused on improved gross margins, and in 2006 all business
segments improved their margins before structural costs,
As a whole, administrative and marketing expenses
were SEK 590 m. higher than the previous year, mainly due
to higher administrative expenses attributable to acquired

.companies. Marketing expenses, which often vary over

time, were slightly higher and were also affected by acqui-
red companies. The year's internally funded investments in
research and development amounted to SEK 981 m. (737)
which of SEK 805 m. (552) has been charged to operating
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income for the year, including amortization and impair-
ments of SEK 287 m. (107). Of the year’s expenditures, a
total of SEK 463 m. (292) has been capitalized. Other oper-
ating income during present and previous years includes
capital gains, currency gains and results from secondary
activities. The capital gain on :he sale of the subsidiary Saab
Metech amounted to SEK 180 m. {238). Other operating
expenses consist of exchange rate differences. The share of
income in associated companies primarily relates to after-
tax income in Hawker Pacific and Caran Saab Engineering.

Net financial income and expenses amounted to SEK
-52 m. (-101), of which the share in income of associated
companies held as financial assets amounted to SEK -28
m. The average return on external investments was 1.76
percent (2.37). Project interest from unutilized advanced
payments reduced the financial net by SEK 101 m. {64) and
is recognized as gross income. Income after financial itemns
amounted to SEK 1,693 m. (1,551).

Current and deferred taxes amounted to SEK -346 m.
(-352}, which means that the affective tax rate was 20.4
percent (22.7). The low tax rate is mainly due to tax-exempt
revenue and previously unutilized tax loss carryforwards.

Net income for the year was SEK 1,347 m, (1,199}, of
which the minority interest arounts to SEK 47 m. (10).
Eamings per share for the Parent Company’s shareholders’
interest amounted to SEK 11.91 (10.89).

The pre-tax return on capital employed was 14.5
percent (14.6) and the after-tax return on equity was 13.8
percent (13.5),

To increase transparency in. reporting, operating income
is reported by business segment with and without structu-
ral costs totaling SEK 445 m. (321).

Provisions for structural costs are divided by line item in
the income statement. Structural costs of SEK 377 m. (192)
are included in gross income, 3EK 68 m. {47) in adminis-
trative and marketing expenses, and SEK 0 m. (82) in other
operating expenses.

Structural costs primarily relate to the costs to adapt
resources and changeover costs.

Operating income by business segment

SEK m. 20048 % of sales, 2005 % of mies
Defence and Security
Solutions 875 109 635 101
Systems and Products 631 74 818 111
Agronautics 190 32 144 21
Corporate 49 55 -
Total 1,745 83 1652 8%
Qperating income by business segment
with structural costs reported separately
SEK m. 1008 % ofsales. 2005 % of sales
Defence and Security
Sohutions 933 11.6 679 10.8
Systems and Products 876 10.2 862 1.7
Aercnautics 281 47 7 40
Corporate 100 - 161
Subtotal 2190 10.4 1973 102
Structural costs -445 - - -
Total 1745 83 1652 86.
Depreciation/famortization by business segment
SEX. m. 2004 1008
Cefence and Security Solutians 13 102
Systems and Products 392 172
Agronautics 128 124
Corporate - lease assets 282 419
Corporate - other 123 132
Total 1056 949




Operating income for Defence and Security Solutions
amounted to SEK 875 m. (635), with a margin of 10.9
percent (10.1). The income improvement was mainly due
to higher volume for Saab Grintek, which was included for
the full-year 2006, and the new business unit Saab Surveil-
lance Systems. Structural costs amounted to SEK 58 m.
(44).

Operating income for Systems and Products decreased
to SEK 631 m. (818) with an operating margin of 7.4 per-
cent (11.1). The decrease in operating income is due to
higher structural costs, which amounted to SEK 245 m.
{44), of which Saab Microwava Systems accounted for
approximately SEK 200 m., and to write-downs in certain
programs. Operating income before structural costs were in
line with the previous year for mast business units. Income
for Saab Training Systerns decreased due to lower volumes.

Operating income for Aeronautics improved to SEK 190 m.
(144). Income for both 2006 and 2005 was charged with
cost increases and write-downs of certain programs. Struc-
tural costs of SEK 91 m. (127) were charged to income. The
operating margin was 3.2 percent (2.1}. Excluding structural
costs, the margin was 4.7 percant {4.0).

Corporate reported operating income of SEK 49 m. (53).
Income was positively affected by a gain of SEK 180 m.
on the sale of the subsidiary Saab Metech. In the previous
year, capital gains on the sale of subsidiaries and associ-
ated companies amounted to SEK 238 m. Structural costs
amounted to SEK 51 m. (106), of which environmental
commitments accounted for SEK 0 m. (82). Corporate
consists of shared Group expenses, income and expenses
attributable to support operations, trading, results from
certain operating companies and results in connection
with liquidations. Consequently, results can vary between
periods. Results from leasing operations for the Saab 340
and Saab 2000 fleet, which are reported in Corporate, had
no impact on income during tiae year.
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FINANCIAL POSITION AND LIQUIDITY

Balance sheet

SEK m. AR 121172008
ASSETS

Fixed assets

Intangible fixed assets 781 3222
Tangible fixed assets 4,295 4,208
Lease assets 2417 4,077
Biological assets 230 217
Investment properties 66 62
Shares in associated companies 270 s
Financial investments 122 128
Long-term recevables 9N 1.050

Deferred tax receivables 362 319

Total fixed assets 16574 13639

Current assets

Inventories 4957 3962
Financia! instruments 538 434
Tax assets 146 93
Accounts receivables 3324 3017
Prepaid expenses and accrued income 652 &08
Other receivables 5053 2,578
Short-term investments 0 4,624
Cash and marketable securities 1,393 1,574
Total current assets 16063 16,890
Non—cun'e.nt assets held for sale 134 65
Total assets 32,711 30,594

SHAREHQLDERS' EQUITY AND
LIABILITIES

Sharcholders’ equity

Parent Company's shareholders' interest 9.802 9179
Minority interest 223 314
“Total sharehclders™ equity 10025 9,493

Long-term liabillties

Long-term interest-bearing liabilities 590 739
Lease obligations 245 665
Other long-term liabilities 342 388
Provisions for pensions 412 29319
Other provisions 1961 2214
Deferred tax Eabilities 789 28
Total long-term fabilities 4339 6973
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Current liabilicies

Short-term interest-bearing liabilities 1064 315
Advance payments from customers 3842 3528
Accounts payable 1422 1,263
Lease obligations 212 858
Financial instruments 172 365
Tax liabilities 298 167
Cther liabilities 1115 827
Accrued expenses and deferred income 9.371 6,152
Provisions 1109 816
Total current liabilities 18405 14091
Liabilities for non-current assets held for sale 2 37
Total liabilities 22,746 21101
Total shareholders’ equity

End li_abllities 31,771 30,594

Goodwill and other intangible fixed assets amounted to
SEK 7,821 m. (3,222). The inc1ease relates to the acquisi-
tion of Ericsson Microwave Systems. Goodwill amounted
to SEK 3,294 m. (1,777) and is largely attributable to the
acquisition of Celsius in 2000 and the acquisition of Erics-
son Microwave Systems. The remaining goodwill mainly
relates to the acquisitions of Saab Grintek, Saab Avitronics
and Combitech Systems. As of 2004, goodwill is no longer
amortized and instead is tested annually for impairment.
In 2006, no impairment losses were jdentified. Intangible
fixed assets also consist of acquired product development/
technology and customer relations, and capitalized deve-
lopment expenses for the export version of Gripen, radar
jamming systems and missile systems. Intangible fixed as-
sets are amortized over their estimated periods of use with
the exception of capitalized development expenses, which
are amortized over the estimated sales volume. Amortiza-
tion and impairments for the year amounted to SEK 379
m. (140), of which the amortization of capitalized product
development amounted to SEK 287 m. (107).

Property, plant and equipraent are used in core oper-
ations. Investment properties refer to properties leased to
outside parties and valued at estimated fair value. Invest-
ment properties are not depreciated; instead realized and
unrealized changes in value are recognized through profit
or loss. Biological assets consist of forest assets. Changes
in fair value are included in profit. Lease assets primarily

relate to the leasing fleet of regional aircraft. During the
year, 45 aircraft were sold,

Long-term interest-bearing receivables primarily
consist of receivables from asset sales, Shares in associated
companies include the shares in Hawker Pacific, Eurenco
and Wah Nobel. Deferred tax assets mainly relate to unu-
tilized tax deductions for provisions and unutilized tax loss
carryforwards.

Inventories are reported after deducting utilized advan-
ces, Other receivables primarily relate to receivables from
customers (after deducting utilized advances) and receiva-
bles from divested financial assets.

Non-current assets held for sale refer to real estates and
a small business currently for sale.

Provisions for pensions decreased due to the establish-
ment of the Saab Pension Fund, which was capitalized
with SEK 2,536 m. during the year. In September, it took
over the pension fund previously managed by Camegie,
which had a market value of SEK 551 m. at takeover. The
market value of the Saab Pension Fund at year-end was
SEK 3,234 m.

Future pension obligations have been restated to reflect
a change in actuarial assumptions. Total pension obliga-
tions amounted to SEK 4,449 m. as of December 31, and
assets under management totaled SEK 3,481 m. The cumu-
lative unreported actuariat loss amounted to SEK 556 m.
(443), which means that provisicns for pensions amounted
to SEK 412 m. (2,939).

Deferred tax liabilities refer to temporary differences
between the carrying amount of assets and liabilities and
their value for tax purposes. Other provisions mainly
consist of future commitments. Lease obligations refer to
liabilities for regional airceraft.

Liquidity and finance

Compared with the beginning of the year, cash, marketable
securities and short-term investments, less liabilities to
credit institutions, decreased by SEK 5,405 m. As a result,
the Group has net debt of SEK 261 m., against net liquidity
of SEK 5,144 m. at the beginning of the year. The Group’s
net liquidity, including interest-bearing receivables and
after deducting provisions for pensions, amounted to SEK
605 m., compared with SEK 2,856 m. at the beginning of
the year. The decrease in 2006 is due to the capitalization




of the Saab Pension Fund by approximately SEK 2.5 billion

during the first quarter of 2004 and the acquisition of Erics-

son Microwave Systerms in September 2006, resulting in a
net outflow of approximately SEK 3.2 billion. The equity/
assets ratio was 30.6 percent, against 31.0 percent at the
beginning of the year. Shareholders’ equity related to the

Parent Company’s shareholders amounted to 5EK 9,802 m.,

compared with SEK 9,179 m. at the beginning of the year,

or SEK 89.80 per share (84.10).

Condensed subdivided balance sheet

as of December 31, 2006
Saab

Aircraft  Ellmina. Saab
SEK m, Saab  Leasing tions Group
Assets
Intangible fixed assets 781 7.821
Tangible fixed assets 4,591 - 4.5
Lease assets 2417 - 2417
Long-term interest-
bearing recenvables 508 - - 508
Shares etc. 1.86€ - -1,500 366
Defarred tax assets 303 59 - 362
Inventories 4,952 5 - 4957
Short-term interest-
bearing receivables 77C - - 770
Cther receivables B77: 813 - 9,586
Cash and marketable
securities 1,290 103 - 1,393
Total assets 3087« 3397 1500 3277
Shareholders’ equity
and liabilitias
Sharehclders' equity 10,030 1495 -1,500 10025
Provisions for pensions 412 - 412
Provisions for deferred
taxes 789 - - 789
Other provisions 2407 663 - 3070
Interest-bearing
liabilities 1,654 - - 1,654
Lease obligations 457 - 457
Advance payments
from customers 3.642 - - 3642
COther liabilities 11,940 782 - 12722
Total shareholders’
equity and liabilities 30,874 3.397 1,500 3271
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Cash flow

Operating cash flow amounted to SEK -1,900 m. (2,645)
during the period and was distributed between cash flow
from core operating activities of SEK 765 m. (2,704), the
acquisition of Ericsson Microwave Systems SEK -3,181 m.,,
other acquisiions SEK -222 m. (-293), divestments of sub-
sidiaries and associated companies SEK 620 m. (257) and
the regional aircraft business SEK 118 m. (-23). During the
year, a net of 45 Saab 340 were sold, due to which working
capital decreased and cash flow from investing activities
was affected positively.

Statement of cash flows / operating cash flow

SEK m. 2004 2005
Cash llow from operating activities

Income after financial items 1,693 1,551
Adjustrments for items not affecting

cash flow 1,454 1,242
Tax paid -115 =110
Cash flow from cperating activities

before changes in working capital 3.032 2,683
Working capita)

Inventories -767 356
Current receivables -1,700 43
Advance payments from customers -853 481
l.ease obligations -832 -1022
Other current liabilities 229 417
Provisions -201 =331
Change .in working capital -2063 -142
Cash flow from operating activities 963 2541

Investing activities

Investments in intangible fixed assets -330 -293
Investnents in tangible fixed assets -433 296
Disposal of tangible fixed assets N 37
Disposal of lease assets 823 650
Acquisition of companies -3,403 -293
Disposal of subsidiaries 219 257
Disposal/acquisition of shares ete. 424 2
Cash flow from investing activities -2.869 104
Operating cash flow e -1,900 2,645
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Specification of operating cash flow 2006

Acqul; S

sition, aab

divest-  Aircraft Saab
SEK m, Saab ments  Leasing Group
Cash flow from

operating activities

before changes in

working capital 2753 - 279 3032
Inventories =753 - -14 -767
Receivables -1.806 - 106 1,700
Advance payments from

customers -853 - - -853
Lease cbligations - - -932 -832
Cther liabiltties 2,433 - -143 2,290
Provisions -99 . -102 -2
Cash flow from 7
operating activities - 1,675 0 -706 969
Investments in intangible

fixed assets -530 - - -530
Investments in tangible

fixed assets -433 - - -433
Sale of tangible fixed

assets 30 1 3
Sale of lease assets - 823 823
Investments in subsi-

diaries - -3,403 - -3,403
Sale of subsidiaries - 215 - 119
Sale of and invesiment in

shares, etc. 23 40 - 424
Cash flow from investing

activities 910 -2.783 24 -2,869
Operating cash flow l 785 1,783 118 -1,900

For a reconciliation between cperating cash flow and cash
flow for the year, see Note 46.

Operating cash flow by business segment

SEK m. 1006 2005
Defence and Security Solutions 619 539
Systemns and Products -33 485
Aeronautics -7 1570
Corporate -2415 L}
Total -1.900 2645
Capital employed by business segment
SEK m. 2006 2008
Defence and Security Solutions 4,663 4095
Systerns and Products 7,513 4,191
Aeronautics 2158 1,676
Corporate -2,253 3525
‘ 13487

Total 12091
Financial objectives - goal fulfillment

Saab’s long-term financial cbjectives are unchanged: 5
percent organic growth and an operating margin of 10
percent. Our efforts to become even more efficient in order
to create higher profitability are being further intensified.
We are now working with several programs designed to
increase cost efficiencies, improve monitoring and achieve
smoother, more uniformed business processes. The return
on equity objective is 15 percent based on current interest
rates. The equity/assets ratio should exceed 30 percent.

Percent Target 2008 20058
Cperating margin 100 83 8.6
Chperating margin before depreciation,

amartization and impairment excly-

ding leasing 150 120 1.3
Retum on equity 150 138 135
Equity/assets ratic 300 306 310

Outlook for 1007

For 2007, growth is expected to be in line with 2006, while
the operating margin including structural costs will be
slightly higher than 2006.



CAPITAL EXPENDITURES, RESEARCH AND
DEVELCPMENT, AND PERSONNEL

Capital expenditures

The Group's gross capital expenditures for property, plant
and equipment, excluding lease assets, amounted to

SEK 433 m. (296).

Gross capital expenditures

SEK m, 2006 1005
Defence and Security Sclutions 86 82
Systermns and Products 1 128
Aeronautics 109 47
Corporate 07 39
Total 433 295

Research and development

To maintain a leading position in its businesses, Saab de-
votes considerable resources t research and development,
where some 2,700 people are employed. Investments in
research and development are primarily made for custo-
mers in the business segments Systems and Products and
Aeronautics. Total research anid development costs for the

year amounted to SEK 3,537 m. (3,546}, of which SEK 2,556 m.

(2.809) relates to customer-furided development.

Research and development expenditures

SEX m. 2008 2005
Defence and Security Solutions 745 544
Systemns and Products 1,526 1,760
Aeronautics 1,266 1.242
Corporate - -
Tota! 3537 3.546
As percent of sales 17 18

Internally financed development during the year mainly
related to the Gripen system, though also to further deve-
lopment of electronic warfare and missile systems. Under
certain circumstances, development costs are capitalized
and, in such cases, are classified as intangible fixed assets.
Capitalization for the year amounted to SEK 463 m. {292).
After the year's amortization ¢f SEK 287 m. (107), acquisi-
tions of SEX 2,000 m. (73), translation differences, etc., the
closing balance of capitalized development costs amounts
to SEK 3,561 m. (1,408).

FINANCIAL REVIEW

Personnel

At year-end, the Group had 13,577 employees, against
12,830 at the beginning of the year. The number of employ-
ees in the acquired companies Ericsson Microwave Systemns
AB and Maersk Data Defence A/S was 1,203 and 185,
respectively, at year-end. The number of employees, after
adjusting for acquisitions and divestments, declined by 404
during the year,

Personnel by business segment

MNumber at end of period 2006 2005 Change
Defence and Security Solutions 4,843 4737 106
Systems and Products 5197 4,168 1.029
Aeronautics 2904 3189 -285
Corporate 633 736 -103
Total ‘ 13577 12830 747

Competence development

The overall purpose of Saab’s human resource work is to
support its business and continued development. Person-
nel issues are a natural aspect of Saab’s strategic work and
therefore are an important factor if Saab is to reach its oper-
ating objectives. Diversity and an open climate create an
organization where creativity and innovation ¢an Hourish,
Ingredients that are vital for Saab, where development is a
must,

Internationalization also requires that employees have
the experience and insight needed to be effective in a multi-
cultural organization.

Saab therefore devotes a great deal of resources to an
extensive and diverse range of leadership development
programs for managers, prospective managers or specialists
at all levels. Managers in the organization are respons-
ible for identifying and nominating candidates for these
programs. Special programs are also in place for younger
employees, where the goal is to better plan their perso-
nal development while identifying their interests, talents,
expectations and competencies.

For more senior employees, Saab offers an advanced
leadership development program specially designed deve-
lopment-oriented managers and leaders. These programs
are now being tailored to Saab’s global operations.

Using performance reviews as a starting point, a con-
tinuous process is used to track and develop future leaders.
Saab has a well-established management review process
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in which leadership resources, succession planning and so-
called high potentials are monitored on a regular basis.

Saab feels it is important to understand and acknow-
ledge the competitive advantages that diversity offers. One
way is to increase the number of women in senior posi-
tions, which Saab is making a focused effort to achieve by
coaching women for management roles using a system of
mentors.

RISKS AND UNCERTAINTY FACTORS

Saab’s operations primarily involve the development, pro-
duction and supply of technol>gically advanced hardware
and software to customers around the world. The interna-
tional part of the business is growing. Projects generally
entail significant amounts of money, long periods of time
and the technological development or refinement of the
product. In addition to customer and supplier relations, the
international operations involve joint ventures and other
operations with other industries as well as the establish-
ment of operations abroad.

Operations entail significant risk-taking in various
respects. The key risk areas are political, operating and
financial risks. Various policies and instruments govern the
management of significant risles. The following provides
a general description of the risk areas with references to
relevant notes to the financial statements.

Political risks

Saab provides systems and equipment that are classified
as strategic products. Sales are regulated by national laws
and ordinances that also include international agreements.
Access to vital components and systems may also be sub-
ject to export restrictions and regulations of various kinds.
Amendments to these rules are made periodically and af-
fect Saab’s business opportunities. The ability to create and
maintain long-term customer relations is a critical issue for
Saab, since some projects strelch over decades.

Another type of political risk entails the customer’s abil-
ity to fulfill current contracts due to economic or political
circumstances, such as natural disasters, an economic crisis,
a shift in power or an embargo.

Saab manages political risks through various types of
export guarantees, insurance solutions and other instru-
ments. It is impossible, however, to avoid losing business

oppottunities or incurring damage if political risks are
realized.

Operating risks

A number of significant areas have been identified with
respect to operating risks, which are important in assessing
the Group’s results and financial position.

Long-term customer projects

As one of the warld's leading high-technology companies,
Saab’s operations entail complex development projects on
the leading edge of technology. Over the years, the Group
has conducted significant development projects and man-
aged the associated risks with great success. The Group
applies the percentage-of-completion methed to recognize
revenue from long-term customer projects. An estimation
of total costs is critical in this method. The outcome of
technical and commercial risks may affect income.

Develob and introduce new systems and products
The Group invests significant amounts in the research and
development of its own products and systems as well as
acquisitions of technology. Its biggest systems are Gri-
pen, missile systems and electronic warfare systems. One
example of acquired technology is the world-leading radar
technology obtained through the acquisition of Ericsson
Microwave Systems AB. Investments in new systems and
products are made after an analysis and assessment of
future business opportunities. The competitive situation is
complex, and success depends on the ability to offer cost-
effective high technology solutions, though also in some
cases on participation in the customer-country’s economy
through various forms of industrial cooperation.
Devetopment costs are capitalized in accordance with
established accounting principles. Amortization of capital-
ized development costs is scheduled over the estimated
production volume or over an estimated period of use.
Future business opportunities are periodically reassessed,
which can lead to impairment losses, Capitalized develop-
ment costs are shown in Note 16.

Successful divestment of leasing operations

Saab decided in 1997 to discontinue the manufacture of
turboprop aircraft. As with other manufacturers, Saab had a
business model that included lease financing in connection




with aircraft sales. Saab’s direct risk-taking in the leasing
fleet has been managed primarily through various types
of insurance. The leasing fleet is expected to be liquidated
around 2020,

Saab’s lease assets currently consist of 163 turboprop
Saab 340 and Saab 2000 aircraft, as indicated in Note 18.
Of the fleet, 64 are financed through US leverage leases and
the rest are recognized as assets in the balance sheet. Of
the 163 aircraft, three are finariced through non-recourse
loans and will be returned in 2007, while one aircraft is un-
insured. The rest are covered ty insurance from the Export
Credits Guarantee Board in Sweden (42 aircraft) and other
insurers {117 aircraft). The market for turboprop aircraft
remains sluggish despite a slight improvement in 2006.
Saab cumrently receives compensation under the guarantees
issued by the Export Credits Guarantee Board. It is likely
that coverage from other insurers will be suspended in
the foreseeable future. The creditworthiness of the varicus
insurers is good and stable.

Business combinations

Besides growing organically, the Group acquires businesses,
usually to strengthen a market position or to ensure access
to critical technology. To produce the retwm on investment it
expects, Saab devotes great effort to planning the integration
of the acquired business into the Group. A well-planned and
implemented integration is essential if the value assigned to
the acquired business in the acjuisition calculation is going
to comrespond to its future eamning capacity.

In connection with business combinations {cash-gen-
erating units), an acquisition analysis is prepared, where
cost as compared with the fair value of acquired assets
and liabilities. The difference is booked as goodwill. The
estimated goodwill value is periodically reassessed through
an estimation of the cash-gen=rating unit’s future earning
capacity. A significant discrepancy compared with assump-
tions about future earning capacity can lead to impairment
losses. Goodwill is reported in Note 16.

Financial risks

Financial risks primarily relate to foreign currency and
interest rate risks as well as credit risks. Risk management
is governed by a finance policv laid down by the Board of
Directors. Overall responsibilizy for managing the Group's
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financial risks and developing models and principles for
managing financial risks lies with the Corporate Treasury
function.

Various financial derivatives such as forward exchange
contracts, options and swaps are frequently used to mana-
ge and minimize financial risks. Forwards and interest rate
swaps and options are used for interest risk management
in the portfolio that manages intra-Group financing in dif-
ferent currencies and invests surplus liquidity in the fixed
income market. Interest rate swaps in foreign currency are
used to manage interest risks attributable to leasing oper-
ations. Currency options and forward contracts are mainly
used to secure firm orders and projected cash flows.
Financial risk management is described in more detail in
Note 41.

Foreign currency risks

Foreign currency risk refers to the risk that fluctuations in
exchange rates will affect the Group’s income. Exchange
rate fluctuations affect Saab’s income and sharehclders’
equity in various ways. Income is affected when sales
revenue and production costs are in different currencies
(economic and transaction exposure). Income is also af-
fected when the income, assets and liabilities of foreign
subsidiaries are translated to Swedish kronor (translation
exposure).

Saab's financial policy prescribes that the flow in foreign
currency ~ the transaction exposure — for firm orders must
be hedged. The purpose of this hedge is to ensure esti-
mated gross margins in orders received. Exchange rate
fluctuations, especially against the Swedish krona, over
time, however, will impact Saab’s competitiveness relative
to competitors with a different currency exposure.

Interest risks

Saab is exposed to interest rate risks when the market
value of certain balance sheet items (mainly the pension
liability and leasing portfolio) is affected by changes in
underlying interest rates as well as through the impact on
interest income and interest expenses. Depending on the
liquidity situation, Saab’s income is directly affected by
changes in market interest rates through a change in net
financial items and through the impact on gross income of
the interest rate effects on advance financing.
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Liquidity management and financal credit risks

Liquidity management is handled centrally within the
framework of an investment policy based on a benchmark
with 80 percent government bonds and 20 percent mort-
gage bonds with certain deviations permitted in regard to
duration and credit risk.

Refinancing risk

Refinancing risk refers to the risk that the company will not
be able to meet its payment obligations due to insufficient
liquidity or difficulty raising external loans. As of December
31, 2006, Saab had net liquidity of SEK -261 m. (5,144) after
deducting liabilities to credit institutions and other interest-
bearing liabilities of SEK 1,654 m. (1,054). In 2005, Saab
signed a credit facility of SEK 1 billion to serve as back-up
and short-term financing for acquisitions or as working
capital, for example. The so-called club loan from eight banks
expires in 2011. At year-end, the credit facility had not been
utilized. Saab currently does not have a public rating.

Customer finance

Customer finance provides an important tool to market

the company’s products. Export customers increasingly
demand financing. Normally, 3aab works with banks and
guarantee institutions to find various solutions to meet
customers’ needs. This often entails bank or supplier credits
for the buyer. To limit risk exposure, the risks are sold en
the market to banks and gove-nment guarantee institu-
tions, such as the Export Credits Guarantee Board.

Pensicn obligations

The Group's pension obligations are substantial, as indicated
in Note 37. In the calculation of pension obligations, future
pension obligations are discownted to present value. The size
of the liability is dependent on the choice of discount rate: a
low interest rate produces a high liability, and vice versa. The
Board of Directors decided in 2005 to allocate approximately
SEK 2,500 m. to the Saab Pension Fund. This corresponded
to the pension obligation according to FPG/PRI. The pension
fund is not consolidated. The obligations of the companies
that are part of the fund are calculated on an actuarial basis
each year, after which a comparison is drawn with the fund’s
assets. Deficits according to such calculations may require
Saab to contribute additional funds.

Insurance and non-financial risk monagement

For non-financial risks, active risk management is done

by the business units, though also by procuring insurance.
Centralized risk management ensures that Saab has an
efficient process to identify, value and limit risks in order to
prevent damage to operations. Insurance is procured on the
market or through the Group's insurance company, Lansen
Forsdkrings AB.

ENVIRONMENTAL REPORT

Licensing requirements

Production of aircraft and aircraft components by the Parent
Company, Saab AB, in the Tannerfors industial zone in
Linkdping is subject to licensing according to the Swedish
Envircnment Code due to the surface treatment processes,
manufacture of composite material, handling of chemical
substances, airport operation and the size of the manufac-
turing facilities, The environmental impact of these oper-
ations ptimarily arises from emissions of organic solvents
(VOC) into the atmosphere and of metals into waterways,
the generation of industrial wastes and noise disturbing
local surroundings. The operations subject to licensing pre-
dominantly entail manufacturing. The National Licensing
Board for Environmental Protection granted the license for
aircraft manufacture in 1990.

Saab AB has operations involving the manufacture of
systems and aircraft equipment in Jarfalla and J6nkdping
that are also subject to licensing according to the Environ-
ment Code. In Jérfilla, the licensing requirement is due to
surface treatment processes and the size of the manufac-
turing facilities. In Jénképing, the licensing requirement is
due to oil consumption and the size of the manufacturing
facilities. The environmental impact of these operations
primarily arises from emissions of organic solvents (VOC)
into the atmosphere and of metals into waterways, The
operations in Jonkdping subject to licensing predominantly
entail manufacturing. The National Licensing Board for
Environmental Protection granted the license for the Jar-

- félla operations in 1990. The operations in Jénképing will

be evaluated according to the Environment Code in 2007.
Saab also has operations subject to licensing according

in Malmslétt, in the municipality of Linkdping, as well as

in Arboga due to surface treatment processes (Malmsglatt)



and to the size of the manufacturing facilities, firing range
activities and the pretreatment of electronics (Arboga).
The environmental impact of these operations primar-

ily arises from emissions of organic solvents {VOC) into
the atmosphere and of metals into waterways, as well

as industrial wastes and noise. The operations subject to
licensing in Malmslitt predominantly entail manufacturing.
The license for the operations :n Malmslétt was granted by
the County Administrative Board in 1993, and the license
for the operations in Arboga was granted by the County
Administrative Board in 1994.

The operations carried on by Linkdping City Airport
are subject to licensing according to the Environment
Code and are covered by the permit issued by the National
Licensing Board for Environmental Protection in 1990 for
Saab’s collective operations in Tannefors industrial site in
Linképing. This permit also covers the operations of Saab
Bofors Dynamics and Saab Space in the same area, despite
that they are not subject to licensing and notification requi-
rements according to the Environment Code.

Saab Bofors Dynamics and Saab Bofors Testcenter carry
on operations in Karlskoga that are subject to licensing
according to the Environment Code. Saab Bofors Dynamics
and Saab Underwater Systeme carry on operations in Eskils-
tuna and Motala, respectively. In addition, Saab Barracuda
AB carries on operations subject to licensing in Gamleby.

The envirorumental impact from subsidiaries subject
to licensing primarily consists of emissicns of VOC and
from aircraft into the atmosphere, emissions of metals and
deicing solvents into waterways, generation of industrial
wastes and noise disturbing local surroundings.

Operations subject to notification requirements

Saab AB has operations in Kista and Ostersund that are
subject to notification requirenients in accordance with the
Environment Code. The Group also has operations subject
to notification requirements in three Swedish subsidiaries:
Saab Microwave Systems and Saab Space in Géteborg and
Saab Training Systems in Huskvama. The environmental
impact of these operations is very limited.

Soil contamination
Saab surveys its operations ard properties, historical and
current, to assess the risk that Saab or its subsidiaries are
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exposed due to soil contamination. When contamination is
identified, lability is investigated and an overall environ-
mental risk assessment is made. Information on contami-
nated areas is documented on an ongoing basis.

In fiscal year 2005, Saab allocated provisions of SEK
82 m. to treat contaminated areas over a period of ten ye-
ars. Remediation measures were implemented in Karlskoga
in 2006 for approxdmatety SEK 5 m. In 2007, needed reme-
diation is estimated at SEK 16 m. for areas in Linképing,
Kariskoga and Lindesberg. The cost to identify, classify and
investigate contaminated areas is estimated at SEK 0.5 m.
per year.

Chemicals, producer responsibility and climate Issues

Saab works actively with climate issues in part by identi-
fying its contribution to the greenhouse effect and in part
by improving energy efficiency. A number of projects are
conducted each year to improve efficiency in the use of

electricity and heating energy.
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PARENT COMPANY

Sales and income

The Parent Company includes the business units Saab
Aerosystems, Saab Aerostructures and the Swedish units
within Saab Systems, Saab Avitronics, Saab Aerotech and
Saab Communication, Group staffs and Group support are
included as well.

The Parent Company’s sales amounted to SEK 10,940 m,
(8,792). Operating income was SEK 571 m. (100).

Net financial income and expenses amounted to SEK
697 m. (368). Of the financial net, SEK 513 m. (-137) con-
sists of Group contributions, dividends and write-downs
of shares in subsidiaries. After appropriations of SEK 11 m.
(39) and income tax of SEK -259 m. (-212), net income for
the year amounted to SEK 1,020 m. (295).

Liquidity, investn;ents and ernployees

The Parent Company’s net debt amounted to SEK 3,963 m,,
compared with net liquidity of SEK 3,220 m. in the previous
year. Gross capital expenditures in property, plant and
equipment amounted to SEK 260 m. (103). At year-end,

the Parent Company had 6,918 employees, compared with
5,070 at the beginning of the year.

Proposed dividend and share repurchase

The Board of Directors proposes that shareholders receive a
dividend of SEK 4.25 {4.00} per share, or a total of SEK 464 m.
{437), corresponding to 36 percent {37} of the Group’s net
income in 2006. April 17 has been proposed as the record
date, and the dividend is expected to be distributed on
April 20, 2007.

The Board of Directors will propose that the Annual
General Meeting give the Board a mandate to repurchase
up to 10 percent of the shares outstanding, The purpose of
the authorization is to provide the Board with greater scope
in working with the company’s capital structure and enable |
acquisittons when considered appropriate. As proposed, the
mandate would apply until the next Annual General Meet-
ing. Repurchases may be effected over the stock exchange
or through offerings to shareholders. It is also proposed
that the Board’s mandate include the possibility to transfer
repurchased shares as allowed by current law.
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SEK m. Note 2006 2005
Revenue 3,4 21063 19,314
Cost of goods scld -15.775 -15,003
Gross income 5,288 4,311
Other operating income 3 330 322
Marketing expenses * -1,646 -1,203
Administrative expenses -1,279 ~1,132
Research and development costs -805 -552
Other operating expenses é -163 -139
Share in incame of associated companies 21 2
Operating income - 1,745 1,651
Share in income of associated companies 21 -28 20 -
Financial incame 114 228
Financial expenses -138 -309
Net financial items 13 -52 -101
income before taxes 1,693 £.551
Taxes 15 -346 -352
Nét income for the year 1,347 1,199
Attributable to:

Parent Company's shareholders 1,300 1,189

Minority interest 47 10
Earnings per share before and after dilution, (SEK) 34 1191 10.8%9
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Consolidated balance sheet

as of December 31

SEK m. Note 2006 1005
Assets
Intangible fixed assets 16 7821 3222
Tangible fixed assets 17 4,295 4,208
Lease assets 18 2,417 4077
Biological assets 19 230 17
Investment properties 20 66 62
Shares in associated companies 21 270 316
Financial investrents 25 122 128
Long-term receivables 27 991 1.090
Deferred tax assets 15 362 319
Total fixed assets 146,574 13,619
lnventories 28 4957 3962
Derivatives 4 538 434
Tax assets 146 93
Accounts recervables 29 3324 3m7
Prepaid expenses and accrued inzome 30 652 608
Other receivables 7 5053 2,578
Short-term investments 25 4624
Liquid assets kil 1393 1574
Total current assets 1 6,563 15,8%0
Non-current assets held for sale 32 134 65
TOTAL ASSETS 1,11 30,594




as of December 31
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SEK m, Note 2008 1005
Shareholders' equity 33
Capital stock 1,746 1,746
Qther capitat contributions and other reserves 607 847
Retained earnings 7,449 6,586
Shareholders' equity attributable to Parent Company's shareholders 9,802 9179
Minority interest 223 314
Total shareholders’ equity 10,025 9,493
Liabilities
Long-term interest-bearing habilities 35 590 739
Lease obligations 18,7 245 665
Other liabilities 9 342 388
Prawvisions for pensions 37 412 2539
Other provisions 38 1961 2114
Deferred tax liabilities 15 789 28
Totwl long-term liabilities 4339 63973
Short-term interest-bearing liabil ties 35 1064 315
Advance payments from customers 3642 3528
Accounts payable 1422 1,263
Lease abligations 18,7 1 858
Derivatives 41 172 365
Tax liabilities 298 167
Other liabilities 39 1115 827
Accrued expenses and deferred ncome 40 937 6,152
Provisions 38 1109 616
Total current liabilities 18,405 14,01
Liabilities attributable to non-current assets held for sale 32 2 37
Total llabilities 22,745 21,101
TOTAL SHAREHOLDERS’ EQUITY AND LIABILITIES nm 30,594

Fornformation 9n the Group's assets pledged und contingent liabilities, see Mote 42,
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Changes in shareholders’ equity

for the Group

as of December 31

SEK m. Note 2008 1005
Shareholders’ equity, opening balance 33 9,493 8,221
Effect of change in accounting principle - 80
Items reported directly in shareholders’ aquity
Translation differences for the year % -365 326
Cash flow hedges "2
Reported directly in sharehe!ders’ equity 72 -108
Reversed through profit or loss -6 10
Other changes in shareholders’ equity
MNet income for the year 2 1,347 1,199
Transactions with shareholders
Dividend to shareholders -441 -409
Investrments in and sale of operations with minority interests 75 174
Sharehclders’ etiuity. closing halance T 10,025 9,493
Attributable to:
Parent Company's sharehelders 9.802 9179
Minority intarest 223 314
" Total items reperted directly in snareholders’ equity -299 228
% Total income and expenses for the year 1,048 1427



Consolidated statement
of cash flows

January 1 — December 31

FINANCIAL STATEMENTS

SEX m. Note 2006 2005
QOperating activities
Income after financial iterns 1.693 1551
Establishment of pension fund -2566 -200
Adjustments for items not affecing cash flow 1,454 1242
Income tax paid <115 -110
Cash flow from operating activities before changes in working capital 466 2483
Cash flow from changes in working capital
increase(—)/Decrease(+) in inventories -767 356
Increase(—)/Decrease(+) in current receivables -1,700 -43
Increase(+)/Decrease(-) in advince payments from customers -853 481
Increase(+)/Decrease(-) in leas= obligations -832 -1.022
Increase(+)/Decrease{-) in other current liabilities 2,250 417
Increase(+)/Decrease(-) in provisions -201 -3
Cash flow from operating activities’ ’ -1,597 2,341‘
Investing activities
Investments in intangible fixed assets -67 -1
Capitalized development costs -463 -292
Investrments in tangible fixed assets -433 -296
Sale of tangble fixed assets n 37
Investments in lease assets - -10%
Sale of lease assets 823 799
Investrnents in and sale of finanial assets 4,606 -1.558
investments in subsidiaries, net effect on liquidity 8 -3403 -293
Sale of subsidiaries, net effect on liquidity 8 9 257
Cash flow from In\}esting activities 1,343 -1,496
Financing activities
Loans raised 630 -
Amartization of loans - -36
Dividend paid to Parent Company's shareholders -437 -40%
Dividend paid to minority intarast -4 -4
Cash flow from financing activities 189 ~449
Cash flow for the year 46 95 396
‘ Liquid assets at beginning of yéar 1557 1,129
Exchange rate difference in liquid assets -73 32
Liquid assets at year-end 46 1,389 1,557

For Sazb's operating cash flow, seg Note 46.
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Quarterly information

JANUARY-MARCH APRIL-JUNE
SEK m, 2006 2005 2008 2005
Sales
Defence and Security Solutions 1,738 1,261 1934 1,600
Systerns and Products 1482 1546 1.879 1874
Aeronautics 1,59 1,280 1534 1,552
Corporate 69 25 49 18
lnternal sales -569 =290 =251 -433
’ 434 3,022 5,145 4,611

Operating income
Defance and Security Solutions 192 11.0% 113 9.0% 152 79% 175 10.9%
Systems and Products 143 9.6% 169 10.9% 39 12.7% 218 11.6%
Aeronautics ’ 7 4.5% 97 7.6% iyl 6.6% -155 -100%
Corporate 142 -34 -88 -3

549 12.7% 345 9.0% 404 7.8% 115 4.9%
Net financiat items -16 -18 -1 -8
Income after financial net 533 327 403 2117
Net income for the period 428 232 304 154
Attributable to Parent
Company’s shareholders 423 221 193 14
Earnings per share 3.B8 2.04 .68 1.48
Mo. of shares, thousands 109,150 109,150 109,150 109,150

JULY-SEPTEMBER OCTOBER-DECEMBER
SEK m. 2006 2005 2008 1005
Sales
Defence and Security Sclutions 1913 1,409 2,443 2033
Systems and Products 1417 1,297 3802 2,680
Aeronautics 1.233 1,391 1,652 2552
Corporate 49 15 37 24
Internal sales -352 -87 -587 -433
4,260 4,025 7,347 6,856

Operating income
Defence and Security Solutions 199 10.4% 98 7.0% 332 13.6% 243 122%
Systems and Products 106 7.5% 123 9.5% 143 3.8% 308 11.5%
Aeronautics 39 312% 87 63% - -1.3% 115 45%
Corporate 25 66 -30 36

349 8.7% 374 2.3% 423 5.8% 708 10.3%
Net financial tems -12 -29 23 -46
Income after financial net 357 345 400 [1.%
Net income for the period 250 245 368 568
Attributable to Parent
Company's shareholders 237 231 347 574
Earnings per share 2.17 .11 3.18 5.26
MNo. of shares, thousands 109,150 109,150 109,150 109,150



Parent Company
iIncome statement

January 1 - December 31

FINANCIAL STATEMENTS

18 .

SEK m. Note 2008 1005
Revenue 3.4 10,940 8792
Cost of goods sold -8,505 =741
Gross income 2,435 1,384
Marketing expenses -784 -408
Adrinistrative ex':penses 601 442
Research and development costs -483 -352
Other operating income 5 59

Other operating expenses 6 -55 97
Operating income L74) 100
Result from financial items: 13

Result from shares in Group companies

Result from shares in associated companies/joint ventures
Result from other securities and receivables held as fixed assets
Other interest income and similzr items

Interest expenses and similar iterns

Income after financial items

Appropriations

Income before taxes

Taxes

Net income for the year

1
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FINAMCIAL STATEMENTS

Parent Company balance sheet

as of December 31

SEX m. Nota 2006 2005

ASSETS

Fixed assets

Intangible fixed assets 16 63 28

Tangible fixed assets 17 2309 1,672

Financial fixed assets _
Shares in Group comparies 44 12,038 7.790
Receivables from Group companies 24 i 186
Shares in associated companies and joint ventures 23 392 252
Receivables from associated companies and joint ventures 24 15 14
Other long-term securities holdings 26 9 52
Other long-term receivables 27 63 72
Deferred tax assets 15 537 563

Total financial fixed assets . 13,405 8929

Total fixed assets 15,777 10,62%

Current assets
Irventories, etc.

Current receivables
Accounts receivable
Receivables from Group companies
Receivables from associated companies and joint ventures
Tax assets
Other receivables
Prepaid expenses and accrued income

Total current receivables
Short-term investments
Cash and bark balances

Total current assets

TOTAL ASSETS
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EINANCIAL STATEMENTS

as of December 31
SEK m. Note 2006 1005
SHAREHOLDERS' EQUITY AN D LIABILITIES
Shareholders' equity 33
Restricted equity
Capital stock 1,746 1,746
Revaluation reserve 740 630
Statutory reserve . 543 543
Unrestricted equity
Retained eamings 2,528 3,042
Net income for the year 1,020 295
Total sharehoiders’ equity 6.577 6.256
Untaxed reserves 45 352 363
Provisions
Provisions for pensions and similar commitments 37 160 1900
Other provisions K] 1526 1534
Total provisions 1,686 - 3434
Liabilities
Liabilities to credit institutions 35 5 18
Liabilities to Group companies * 9,088 5570
Advance payments from customers 2,152 2908
Accounts payable 777 466
Liabilities to associated companias and joint ventures 80 393
Tax liabilities 150 18
Other liabilities 39 603 498
Accrued expenses and deferred income 4G 49%0 4217
Total liabilities 17.845 14,088
TOTAL SHAREHOLDERS' EQUITY AND LIABILITIES 26,460

24,141
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FINANCIAL STATEMENTS

Assets pledged and contingent
labilities for the Parent Company

as of December 31

SEK m. MNote 1006 2005
Assets pledged 42

Chattel mortgages 1751 2
Bonds and other securities 10 575
Real estate mortgages - 388
Total assets pledged 1,761 3,044

Contingent fabilities

Guarantees for subsidiaries’' commitments to customers
Sureties for associated companies

Guarantees to insurance company {FPG)

Sureties, other

Total contingent liabilities
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FINANCIAL STATEMENTS

Changes In shareholders’ equity
for the Parent Company

as of December 31

S5EK m. Mote 2008 1008
Sharcholders’ equity, opening balance 33 6256 6,335
Items reported directly in sharehciders’ equity

Revaluation of fixed assets 178 145
Group contributions -611 -458
Tax effect of Group contributions 171 128

Qther changes in shareholders’ equity

Net income for the year 1,020 295 o
Transactions with shareholders : {

Dividend to shareholders -437 -409 lmanm;
Shareholders’ equity, closing talance 8577 6256 UM

H
! <y

Lo .o

53




FINANCIAL STATEMENTS

54

Parent Company statement

of cash flows

Jamwary 1 — December 31

SEK m, Nota 2008 2005
Operating activities
Income after financial items 1,268 468
Establishment of pensicn fund -2052 .
Adjustrnents for items not affect ng cash flow 92 773
income tax paid - -
Cash flow from operating activities before changes in working capital -492 1241
Cash flow from changes in working capital
Increase(—)/Decrease(+) in inventories -1.278 577
Increase{—)/Oecrease(+) in current receivables iyl -544
Increase{+)/Decrease(-) in advance payments from customers -801 15
Increase(+)/Decrease(~) in provisicns -143 -118
Increase(+)/Decrease(-} in other current liabities 2,284 663
Cash flow from operating activities -309 1,834
Investing activities
Shareholders' contributions paid - -35
Investrnents in intangible fixed atsets -63 -
Investmants in tangible fixed assets -160 -103
Sale of tangible fixed assets 19 12
Investments in financial assets -394 -1438
Sale of financial assets 4,545 107
Investments in assets/liabilitias -112 171
lnvestments in subsidiaries -5052 -475
Sale of subsidiaries 13 56
Cash flow from investing activities -1,008 -2,047
Financing activities
Change in recetvables/liabilities, Group companies 1,162 223
Amortization of loans 96 -80
Dividend paid to shareholders -437 -409
Group contributions received 588 735
Group contributions paid -94 286
Cash flow from financing activities 1,123 183
Cash flow for the year 46 <194 -30
Liquid assets at beginning cf yea~ §95 925
Liquid assets at year~end 45 701 895
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NOTE 1 T

ACCCUNTING PRINCIPLES

Ogperations
Saab AB is a Swedish limited company with its registered address in Link&ping.
The company’s shares are listed on the OMX Stockholm Exchange’s large cap
list The operations of Saab AB wath its subsidiaries and associated ¢companies
(jointly referred to as Saab or the Grou) are organized in three business
segments and Corporate, The business segment Defence and Security Solutions
provides technical support and services command and control systems and
system-of-systems salutions. The businets segment Systerns and Products
comprises the development and production of defence systems at various
tevels, The business segment Aeronautic; includes both military and commercial
operations and is dominated by the advanced Gripen program critical 1o
Saab. Corporate comprises Group staft and departments and peripheral
operations. The leasing fleet of 163 Saab 340 and Saab 2000 aircraft is reported
in Carporate, Saab has Europe as its mzin market, but has growing markets in
Australia, South Africa and the US.

On February 15, 2007, the Board of Directors and the President approved
this annual report for publication, and it will be presented to the Annual General
Meeting on April 12, 2007 for adoption.

Confarmity to standards and laws

The consolidated accounts have been prepared in accordance with the
International Financial Reporting Standards (IFRS) issued by the International
Accounting Standards Board (JASB) anc the interpretations of the international
Financial Reporting Interpretations Committee {IFRIC) as appraved by the EU
Commission for application within the EUL In connection with the transition
from previously applied accounting prin-iples to reporting according to IFRS,
the Group has applied IFRS 1 as the sta'dard to describe how the transition
to IFRS is reported. Additionally, the Swedish Financial Accounting Council's
recommendation RR 30:05 on complementary accounting rules for groups has
been applied.

The annual report for Saab AB has teen prepared according to the Annual
Accounts Act, the Swedish Financial Accounting Council’s recommendation RR,
32.05 on reporting by fegat entities and the pronouncements of the Swedish
Emerging Issues Task Force, Differences between the accounting principles
applied by Saab AB and the Group are -he result of limitations in opportunities
to apply IFRS by the Parent Company awing to the Annual Accounts Act, the Act
on Safeguarding Pension Commitments arxs in certain cases current tax rules.
The most significant differences are des:ribed below.

Assumptions in the preparation of thy Parent Company's and the Group's
financlal reports

The Parent Compary's functional currency is Swedish kronor (SEK), which is
aiso the reperting currency for the Parent Company and for the Group.The
financial reparts are presented in SEX Al amounts, unless indicated otherwise,
are rounded off to the nearest milfion.

Assets and liabilities are carried at historical cost, with the exception of
certain financial assets and liabilities, invastment properties and biclogical assets,
which are carried at fair value, Derivatives are carried at fair value,

Non-curment assets and disposal groups hekd for sale are carmed at the lower of
their tarrying amcunt at the time they were dassified as held for sale and fair value.
The preparation of financial reports in accordance with IFRS requires the

Board of Directors and Management tc make estimates and assumptions that
affect the application of the accounting principles and the carrying amounts of
assets, liabilities, revenue and expenses. Zstimates and assumptions are based

on historical experience and knowledge of the industry that Saab operates in,
and under current circurnstances seem reasonable. The result of these estimates
and assumptions is then used to determine the carrying amounts of assets

and liabilities that otherwise are not clearly indicated by other sources. Actual
outcomes may deviate from these estimates.

Estimates and assumptions are reviesed regularly, and the effect on carrying
armourts is recognized through profit o~ koss.

Estimatas made by the Board of Directors and Management in the adopticn of
accounting principles in compliance with IFRS that may have a significant impact
on the financial reports as well as estimates that may necessitate significant
adjustments in financial reports in subsequent years are described in more detail
in Note 2,

The accounting principles described below for the Group have been applied
consistently for all periods presented in the Group's financial repors, unless
ctherwise indicated below. The Group's accounting principies have been applied
consistently in the reporting and in the preparation of the consolidated accounts.

Application of new accounting rules

The International Accounting Standards Board (“IASB™) has issued and the EU
has adopted IFRS 7 Financial Instruments: Disclosures effective for accounting
periods beginning on or after 2007 as well as IFRS B Cperating Segments
effective for accounting periads beginning on or after 2009. In August 2005,
amendroents to $AS 1 Presentation of Financial Statements were published
regarding additional disclasures of outside financing, etc. effective for accounting
periods beginning on or after january 1, 2007.

IFRKC has issued the following interpretations, which have been adopted by
the B IFRIC 7 Applying the Restatement Approach under [AS 29 effactive for
accounting periods beginning on or after March 1, 2006, IFRIC 8 Scope of IFRS 2
effective for accounting periods beginning on or after May 1, 2006, and IFRIC 9
Reassessrment of Embedded Derivatives effective for accounting periods beginning
on cr after June 1, 2006, IFRIC has issued the following interpretations which have
not been adopted by ELL IFRIC 3G Interim Rnancial Reporting and Impairment
effective for accounting periods beginaing on or after Novermnber 1, 2006, IFRIC
11 IFRS 2 Group and Treasury Share Transactions effective for accounting periods
beginning on or after March 1, 2007, and IFRIC 12 Service Concession Arrangesments
effectie for accounting periods beginning on or after January 1, 2008.

IFRIC 7-9 and IFRIC 11-12 are not applicable to the Group's operations.

For Saab's purposes. the amendments to {AST, IFRS 7 and IFRIC 10 will be
applied as of the fiscal year 2007 and IFRS 8 as of the fiscal year 2009.The
amendments 1o |AS 1 are applied prospectively and will require additional
disclosures of outside financing, IFRS 7 is applied prospectively and does not
necessitate any changes in the recognition and valuation of financial instruments,
although a number of additional disclosures will be added compared with the
previous requirements according o 1AS 32. IFRS 8 reguires that reported
segments and applied accounting principles are based on the management
approach and that comparative figures are restated. In Saab's initial judgment,
the application of IFRS 8 will not result in any significant differences compared
with the requirerents according to 145 14, IFRIC 10 is applied prospectively and
states that any impairment losses on goodwill and certain financial instruments in
an interim period cannct be reversed in a subsequent interim period.

Segment reporting

Saab's primary segments are parts of the Group that supply goods or services
(business segments) identifiable for reporting purposes. Secondary segments are
based on geographic areas exposed to risks and oppartunities that differ from
each other.

Classification of assets and liahillties

Current assets and current liabilities consist of amounts that can be recovered
or paid within twelve months of the dosing day. Other assets and labilities ara
recognized as fixed assets or leng-term liabilities.

Consolidation principles

Group companies

Group companies are companies in which Saab AB has a decisive influence
through a direct or indirect shareholding amounting to more than 50 percent
of the votes or where the decisive influence has otherwise been obtained.

A decisive influence means the right to determine a company's financial and
operating strategies in order to obtain economic benefits When determining
whether a decisive influence exists, potential voting shares that can be exercised
or converted without delay are taken into account.



Subsidiaries and acquired operations (business combinations) are recognized
according to the purchase accounting method. This means that a business
combination is treated as a transaction \whereby the Group indirectly acquires
the business's assets and takes ower its lisbilities and contingent liabilities The
Group's cost is determined through an acquisition analysis with regard to the
acquisition of operating entities, Cost is zomprised of the sum of the fair value
of what of is paid in cash, through the atsumption of liabifities or shares issued as
well as costs directly attributable to the arquisition. This analysis also determines
the fair value of acquired, identifiable asterts and assumed liabilities and
contingent liabiities. The differance between the cost of the subsiciary’s shares
and the fair value of acquired assets, assumed liabilities and contingent fiabifities
constitutes Group goodwill, which s recognized according to the section on
intangible fixed assets. Acquisitions of m narities are recognized according to the
modified parent company model, which means that assets and liabilities are not
restated. The difference between cost and the carrying amount for the minority
is recognized as addiional goodwill

The financial reports of Greup companies are included in the consolidated
accounts from the point in time when a decisive influence arises (acquisition
date) until this influence ceases.

Special purpose entities {SPE) are included in the consolidated accounts
when the economic significance of the business affiliation between a Group
company and an SPE indicates that the former exercises a decisive influence
over the latter. In determining whether the Group company exercises a detisive
influence, consideration is given to whether the operations of the SPE are
conducted in a predetermined manner, (Consideration is also given to whether
the Group company in practice has the right to the majority of the benefits in
the SPE or when in practice it bears the majority of the risks associated with the
SPE.

Associated companies

Associated campanies are companies over which the Group has a significant
{but not decisive) influence over operating and financial controls, usually through
a shareholding of between 20 and 50 percent of the votes. From the point in
time when the significant influence arise s, the shares in the assodiated company
are recognized acconding to the equity rnethod in the consolidated accounts. The
equity methed is applied uatil the point in time when the significant influence
ceases, The equity method means that the carrying value of the shares in the
associated company corresponds to the Group's share of the company’s equity
based on an application of the Group's accounting principles as well as Group
goodwill and any Group surplus or deficit values."Share in income of associated
companies” in the income staterment comprises the Group's share of the net
income after tax and minority interest of associated companies adjusted for any
depreciation, impairment loss or disselution of acquired surplus and deficit values
determined in the same way as for operating acquisitions. Dividends recetved
from the assaciated company reduce the carrying value of the investment,

If the Group's share of the accumulated deficit in an associated company
exceeds the carrying value of the shares in the Group, the value of the shares is
reduced 1o nil. Losses are also offset against long-term uncollateralized financial
balances that in their economic significance represent part of the owner-
company's net investment in the associated company. Subsequent losses are not
recognized ‘as a Fiability in the consolidat2d accounts as leng as the Group has
not issued any guarantees to cover losses arising in the associated company.

Joint ventures

Companies in which the Group, through a cooperative agreement with ane of
more parties, shares a decisive influence over operating and financial controls are
recognized in the consofidated accounts according to the propertional methad,
For joint ventures, this means that the Group's share of the companies’ revenue
and expenses and its assets and liabilities. i§ recognized in the ¢onsolidated
income statement and balance sheet, rexpectively, based on application of

the Group's accounting principles. This is done by combining Saab’s share of
revenue and expenses and assets and labilities in the joint venture with the
corresponding items in the consolidated accounts.

NOTES

Eliminated transoctions

Intra-Group receivables and liabdities, income or expenses, and gains or losses
that arise from transactions between Group companies are efminated in their
entirety in the preparation of the consolidated accounts,

Gains that arise from transactions with associated companies and joint
ventures are eliminated to an extent correspanding to the Group's ownership
interest in the ¢company. Losses are eliminated in the same way as gains, but only
10 the extent that there is no impairment.

Forelgn currency
Functional currencies are the currencies in each primary econamic environment
where units of the Group conduct their operations.

Transactions and assets and liabilities in foreign currency

Transactions in fareign currency are recognized in the functional currency at
the exchange rate on the transaction day. Monetary assets and liabilities are
translated to the functional currency on the ¢losing day at the exchange rate
then in effect. Exchange rate differences that arise through these translations
are recognized in the income statement. Non-monetary assets and liabilities
recognized at historical cost are transtated at the exchange rate on the
transaction day. Non-monetary assets and liabilities recognized at fzir value are
translated to the functional currency at the rate in effect at the time of valuation
at f2ir value, Changes in exchange rates are then recognized in the same way as
other changes in vatue of the asset or liability.

Transiotion of financial reports of foreign operatians to Swedish kroner

Assets and liabilities in operations with a functional currency cther than Swedish
kronor are translated to Swedish kronor at the closing day exchange rate.
Revenue and expenses in foreign operations are translated to Swedish kronor at
the average rate. Translation differences that arise through currency translations
of foreign operations are recognized directly in shareholders’ equity. The amount
is recognized separately as a translation reserve in sharebolders’ equity.

The functional currency of the regional aircraft operations, comprising the
5aab 340 and Saab 2000, is US. dollar (LISD), which means that the balance
sheet is carried at historical cast in USD and transtated to Swedish kronor at the
closing rate.

Ravanua

Sales of goods

Revenue from the sale of goods is recognized through profit or loss when the
significant risks and benefits associated with ewnership have transferred to the
byer

Service essignmenzy

Revenue from service assignments is recognized when the services are rendersd.
Revenue from services rendered as part of fixed-price contracts is recognized

in accordance with the principles that apply to long-term customer agreements:
see below. Revenue is recognized only if it is likely that the economic benefis
will accrue 10 the Group. If it is not likely that payment will be receivad, there

is uncertainty with regard 1o the level of related expenses or the risk of

returns that cannot, be estimated, or if the Group retains a commitment usually
associated with ownership, no revenue is recognized until these limitations and
uncertainty factors ceasa.

Long-termt customer agreements
A large part of the Group's operations comgrises long-term customer
agreements When such agreements concern development and hardware
that can be reliably calculated, revenue and expenditures attributable t¢ the
assignrment are recognized in the consolidated income statement in relation
to the assignment’s stage of compietion, i.e, accorting to the percentage of
completion method.

An anticipated foss is recognized through profit orloss as soon as it is
identified.

Recognizad subcontracting revenue for which to the customer has not yet
been imvoiced is recognized as a receivable from that customer:
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Qperating expenses

The income statement is classified according to function as follows:

+ Cost of goods sold comprises costs for material handling and manufacturing
costs, including salary and material costs, purchased services, premises, and
the depreciation/amartzation and impairment of intangible and tangible fixed
assets.

+  Administrative expenses relate to exoenses lor the Board of Directars.
Group Management and staff functions.

+ Marketing expenses comprise expen;es for the in-house sales organization,
including sales campanies, advertising and axhibits.

+ Rasearch and development costs are recognized separately and comprise
the cost of new and continued product development as weli as capitalized
development costs: see below.

+ Other operating income and expensas relate to secondary activities,
exchange rate differences on items of an operating nature, changes in the
value of derivatives of an operating rature and capital gains/losses on the
sale of tangible fixed assets. Also included at the Group level are capital
gainsflosses on the sale of subsidiaries and associated companies.

Geovernment gronts

Government grants ane recognized in the balance sheet a5 prepaid income when
there is reasonable certainty that the grant will be received and that the Group
will meet the canditions associated with the grant. Grants are systematically
recognized in the income statement in the same way and over the same periads
a3 the expenses for which the grants are: imended to compensate. Government
grants related to assets are recognized i1 the balance sheet as a reduction in the
asset’s carrying value.

Financial incorme and axpensas

Financial income and expenses consist cf interest income on bank balances,
receivables and marketabie securities, inlerest expenses on foans, dividends,
exchange rate differerces, unrealized an realized gains on financial investments
and derivatives used in finzncial operations.

Intangibla fixed assets
Goodwill
Goodwil is distributed among cash-gencrating units and tested annually for
impairment, Goodwill arising through the acquisition of associated companies is
included in the carrying value of the shares in the associated company.

In acquisitions where the ¢ost is less than the net of the fair value of acquired
assets, assumed liabilities and contingent liabilities, the difference is recognized
directly through profit or loss.

Reseorch and development
Expenditures for research undertaken in an effort to gain new scientific or
technological knowledge are expansed ‘when incurred.

Expenditures for development, whera the research resulis or other
knowledge is applied to new or improved products or processes, are recognized
as an asset in the balance sheet from th2 time when the product or process
in the future is expected to be technica ly and commertially usable and the
company has sufficient resources to cornplete development and subsequently
use or sell the intangible asset The carrving value includes expenditures for
materia), direct expenditures for salaries and indirect expenditures that can
reasonably and consistently be attributed to the asset. Other expenditures for
development are recognized through profit for loss as an expense when they
arise, Expenditures recognized in the balance sheet are carried at cost less
accumulated amertization and any impairment koss.

Cther intangible fixed assets
Other acquired intangible fixed assets are recognized at cost less accumulated
amortization and impairment loss.

Expenditures for internally generated goodwill and internally generated
trademarks are recognized through profit or loss when the cost arises.

Amortization

Amortization is recognized through profit or loss over the intangible fixed
assets’ estimated peciods of use, provided such periods can be determined.
Intangible fixed assets, excluding gocdwill and other intangible fixed assets with
indeterminate peniods of use, are amortized from the day they are available for
use. Estimated periods of use and amortization methods are as follows:

* Patents, trademarks and 5=10 years, straight-line amortization

other technical rights
« Capitalized development Armortized based on estimated
expenditures production volume

Periods of use are tested annually and unfinished development work is tested for
impairment at least once a year regardtess of any indications of diminished value,

Tangible fixed assety

Tangible fixed assets are recognized as an asset in the balance sheet if it is likely
that the future ecanomic benefits will accrue 10 the Group and the cost of the
asset can be reliably estimated.

Tangible fixed assets are recognized at cost after deducting accumulated
depreciation and any impairment, Cost includes the purchase price and costs
directly attributable to putting the asset into place and condition to be stilized in
accordance with the purpose of the purchase. Examples of directly attributable
costs included in cost are delivery and handling, installation, title 2nd consulting
services. Borrowing costs are not included in cost of produced fixed assets.
Accounting principles for impaimment are indicatad beiow.

The cost of fixed assets produced by Saab includes expenditures for materiat,
expenditures for employee benefits and, where applicable, ather production
costs considered directly attributable to the fixed asset.

The cost of tangible fixed assets includes estimated costs for disassernbly and
removal of the assets as well as restoration of the lacation or area where these
assets are found.

In cases where tangible fixed assets consist of parts with differant periods of
use. these parts are treated as separate components of tangibfe fixed assets and
depreciated based on their periods of use.

The carrying value of a tangible fixed asset is excluded from the balance
sheet when the asset is sokd or disposed af or when ne future economic
benefits are expected from its use. The gain or loss that arises on the sale or
disposal is comprised of the difference between the sales price and the asset’s
carrying value less direct selling expensss, Such gains and losses are recognized
25 other aperating income/expensas.

Incremental expenditures

Incremental expenditures are added to cost only if it is Skely that the future
economit benefits tied to the incremental expenditures will accrue 1o the
company and the expenditures can be reliably astimated. All other incremental
expenditures are recognized as costs in the period they arise,

The determining factor whether an incremental expenditure is added to cost
is whether it relates to the replacermnent of identifiable compenents, or parts
thereof. If so, the cost is capitalized. Even in cases where a new component is
created, the expenditure is added to cost. Any undepreciated carrying value of
replaced components, or parts of components, is disposed of and expensed in
connection with the replacement. Repairs are expensed as incurred,

Lease asses

Lease assets mainly refer to Saab Aircrafi Leasing's (SAL) fleet of 163 Saab 340
and Saab 2000, The fleet consists of 89 aircraft owned by legal entities within
$AL and leased out via operating leases, eight aircraft leased in via finance leases
10 be leased out through operating leases, 64 aircraft leased in through operating
lsases and leased out through operating leasss, and two aircraft with third-party
guarantees.

Leasing is classified in the consolidated accounts as either finance or
operating leasing. Finance leasing exists when the economic risks and benefits
tied to awnership are essentially transferred 10 the lesses; otherwise it is
operating leasing.



Assets leased via finance leases are recognized as an asset in the balance shest.
The present value of obligations to pay future leasing fees are recognized

as long-term and current liabilities. Leased assets are depreciated over their
period of use, while paid leasing fees arv: divided between interest expenses
and armortization of the outstanding liakility. Interest expenses are divided over
the leasing period 5o that each reporting period is charged with an amount
corresponding to a fixed interest rate for the liability recognized in each pericd,
Variable fees are expensed in the periors they arise.

Operating leasing means that the leasing fee is expensad over the maturity of
the lease on the basis of use, which may differ from what has been paid de facta
a5 4 leasing fee during the year

For anticipated or established deficits aceording 1o current leases with respect
to aircraft financing in SAL, provisions are allocated at an amount corresponding
10 the discounted present value of the estimated deficit See also Note 7.

Borrowing costs

Barrowing costs directly attributable to the purchase, design or production of
an asset that takes considerable time to prepare for its intended use or sale are
expensed as they arise and therefore are not capitalized in the asset’s cost

Depreciczion

Depreciation is booked on a straight-line basis based on the asset’s cost less
estimated residual value at the end of the period of use. over the asset’s
estimated period of use. Land is not depreciated. Component depreciation is
zpplied, which means that a fixed asset consists of various companents or parts,
significants parts of which have differem. periods of use and are depreciated a5 a
saparate assets based on these periods of use.

Estimated periods of use:

« Operating properties 20-90 years
Property, plant and equipment 510 years

+ Tools, installations and computers 3-10 years

+ Airgraft 20-25 years

Each asset’s residual value and period of use are estimated annually. Periads of
use are unchanged compared with the Jrevious year

Biological assets

Biokogical assets in the form of forests and land are carried at fair value after
deducting estimated seling expenses. Fair value is based on the valuation of an
independent, appraiser:

investment propaerties

Investment properties are properties held to earn rentat income or for capital
appreciation or a combination of both. nvestment properties are camied

in the balance sheet at fair value. Fair vzlue is based on the valuation of an
independent appraiser with recognized qualifications and adequate experience
with properties in the location and category in question. As an alternative, the
valuation is made by calculating net remsal income, which then serves as the basis
of a determination of fair value.

Non-current assets held for sala
‘When a non-current asset is classified is heid for sale, it means that its carrying
amount will be recovered primarily thrugh a sale rather than through use.
Immediately before dlassification as held for sale, the recognized value of the
assets is determined acconding to the Group's accounting principles. Upon initial
classification as held for sale, non-current assets are recognized at the lower
of their carrying amount and fair value ess selling expenses. Certain balance
sheet iterns are exempt from the valuation rules that apply. At each subsequent
reporting date an impairment test is cenducted.
MNon-current assets are not deprecizted/amortized after they are classified as
held for safe.

NQTES

Impairment

The carrying value of fixed assets, with the exception of assets stated at fair
value, is tested on each closing day for any indication of impairment. if an
indication exists, the asset’s recoverable amount is calculated. A description of
impairment principles for available-for-sale financial assets is provided below,

For goodwill and other intangible fixed assets with an indeterminate period
of use and intangible fixed assets not yet ready for use, recoverable values are
calculated annually.

The recoverable amount of an asset is the higher of its fair value less selling
expenses and value in use.Value in use is measured by discounting future cash
flows using a discounting factor that takes into account the risk-free rate of
interest plus supplemental interest corresponding to the risk associated with the
specific asset.

If essentially indeperdant ¢ash flows cannot be isclated for individual assets,
the assets are grouped at the lowest levels where essentially independent cash
flows can be identified (cash-generating units), An irmpairment loss is recagnized
when the carrying value of an asset or cash-generating unit exceeds its
recoverable value. Impairrment losses are charged against the income statement.

Impairment losses attributable to a cash-generating unit (pool of units) are
mainly allocated to goodwil, after which they are divided proportionately among
ather assets in the unit (peal of units).

When a decrease in the fair value of available-for-sale financial assets has
previously been recognized in shareholders’ equity and there is objective
proof that an impairment loss is necessary, the cumulative loss recognized
in shareholders’ equity is transferred to profit or koss. The decrease in value
recognized through profit or loss is the difference between ¢ost and current fair
value less any previously expensed impairment losses.

Impairment losses from other assets are reversed if a ¢change has occurred
in the assumptions that served as the basis for determining recoverabls value.
Impairment is reversed only to the extent the carrying value of the assets
falkowing the reversal does not exceed the carrying vatue that the asset would
have had if the impairment had not been recognized, aking into account the
depreciation or amortization that would have besn recognizad.

Impairrment of gaadwill is not reversed.

Financial assets and liabilities and other ffnancial instrumants

Financial instrurments recognized in the balance sheet include, on the asset side,
liquid assets, accounts receivable, shares and other equity instruments, loans
receivable, bonds receivable and dervatives. biabilities and shareholders’ equity
inchude trade accounts payabfe, debt and equity instruments in issue, loans
payable and derivatives,

Financial instruments are initially recagnized at cost, corresponding to the
instrument’s fair value phus transaction expenses for all financial instruments
with the exception of those in the category financial assets at fair value through
profit or loss. Subsequent measurement depends on how they are dassified, as
indicated below.

A financizl asset or financiat lakility is #ecognized in the balance sheet when
the cornpany becomes party to the instrument’s contractual terms. Accounts
receivable are recognized in the batance sheet when an invoice has been sent.
Liabilities are recognized when the ¢ounterparty has performed and there is a
contractual obligation to pay, even if an svoice has not yet been received. Trade
accounts payable are recognized when an invoice is received.

A financial asset is removed from the balance sheet when the rights in the
agreement are realized, expire or the company loses control over them.The
same applies to part of a financial asset A financial liabslity is remeved from the
batance sheet when the obligation in the agreement has been discharged or
otherwise extinguished. The same applies 10 part of a financial liabikty.

The acquisition or sale of financial assets is recognized on the transaction
date, which is the day when the company committed to acquire or sell the asset.

On each reporting date, Saab evaluates whether there are objective
indications that a financial asset or peal of financial assets is impaired. Rnancial
assets and liabilities are offset and recognized a5 a net amount in the balance
sheet when the there is legal right to a set-off and when there is an intent 1o
settle the itemns with a net amount or to realize the asset and settle the liability
at the same time.
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NOTES

Financial assets and liabilities are classified in one of the following categories:

FINANCIAL ASSETS AND LIABILITIES AT FAIF. VALUE THROUGH PROFIT OR LGSS
Assets and fiabilities in this category are carried at fair value with changes in
value recognized through profit or loss. This category consists of two subgroups:
financial assets and liabilities hetd for trading and other financial assets and
lighilities that the company initially chose to recognize at fair value through
profit or loss. A financiat asset is Classifier} as held for trading it is acquired far
the purpose of selling in the near term. Derivatives are always recognized at fair
value through profit or loss, unless hedge accounting is applied.

LIQUID ASSETS

Liquid assets consist of cash and cash equivalents, immediately accessible
balances with banks and similar institutic ns, and short-term fiquid imvestments
with a maturity from acquisition date of less than three months, which are
exposed to no more than an insignificant risk of fluctuation in value.

FINANCIAL INVESTMENTS

Financial investments comprise sither firancial fixed assets or short-term

imvestrments, depending on the intent of the holding. If the maturity or the

anticipated holding period is lenger than one year, they are considered finandial

fixed assets, and if it is shorter than one year they are short-term investrents.
With recognition at fair value through profit or loss, changes in value are

stated in finandal income and expenses.

LOANS RECEIVABLE AND ACCOUNTS RECEIVABLE

Loans receivable and accounts receivablis are financial assets that are not
derivatives, have fixed payments and are not listed on an active market
Receivabies arise when the company privides meney, goods or services directly
10 the debtor without the intent to trade its claim. The category also ingludes
acquired receivables, Assets in this category are recognized after acquisition at
amortized cost. Amortized cost is detennined based on the effective interest
rate calculated on the acquisition date.

Accounts receivable are recognized :t the amount expected to be received
based en an individual valuation. Accourts receivable bave a short maturity, due
0 which they are recognized at their nctional amount without discounting,
Impairment losses on accounts receivab e are recognized in operating expenses.

Other rereivables are receivables that arise when the company provides
money without the intent ta trade its cliirm.

OTHER FINANCIAL LIABILITIES

Liabilities dassified as other financial liabilities are initially recognized at the

armount received after deducting transaction expenses. After acquisition, the

loans are carried at amortized cast, according 1o the effective rate method.
Trade accounts payable are classified in the category other financial liabilities.

Trade accounts payable have a short exected maturity and are carmied without

discounting at their notional amount.

CALCULATION OF RECTVERABLE VALUE

The recoverable value of financial assets in the categories held-to-maturity
imvestments, loans receivable and accounts receivable recognized at amortized
cost is calculated using the presens value of future cash flows discounted by the
effective interest rate in effect when the asset was initizlly recognized. Assets with
a maturity of less than one year are not discounted,

I a nor-current asset held for sale requires impairment, any peviously ac-
curmulated decrease in value recognized directly against shareholders’ equity is
transferred to profit and loss.

Impairment of held-to-rmaturity investments 2nd loans receivable and
accounts receivable recognized at amartizad cost is reversed i a subsequent
increasa in recoverable value can objectively be attributed to an event occurring
after the impairment.

Derlvatives znd hedge accounting
Derivatives include forward exchange contracts, options and swaps utilized
10 cover risks associated with changes in exchange rates and exposure to
interest rate risks. Derivatives are recag vized at fair value upon acquisition and
subsequently.

Derivatives with positive values are recognized as assets and derivatives
with negative values are recognized as liabilities under the heading financial

instruments in the batance sheet. Gains and losses on a derivative arising due

10 a change in fair value are recognized through profit or loss if the derivative is

classified among financial assets and liabilities at fair value through profit or loss.
In hedge accounting, derivatives are classified as fair value hedges or cash flow

hedges. The recognition of these hedging transactions is described below.

Hedge of forecast flows, hedge of Group’s interest terms = ¢osh flow hedges
Currency expasure from future farecast cash flows is hedged through forward
exchange contracts Or currency options. Derivatives that protect forecast cash
flows are recognized in the balance sheet at fair value. Changes in value are
recognized directly in shareholders’ equity in the hedge reserve until the hedged
cash flow meets the income statement, at which point the cumulative changes
in value of the hedging instrurment are transferred to profit or loss to meet and
match the effects on earnings of the hedged transaction.

Interest rate exposure from future variable-rate liabilities is hedgad with
interest rate swaps. In its reporting, Saab applies cash flow hedging, which mears
that the change in value of the interest rate swap is recognized in the net gain
or loss on cash flow hedges in shareholders’ equity and is reparted in financial
income and expenses when t=nsferred to profit or loss.

When the hedged future cash flow refers 1o a transaction capitalized in the
balance sheet, the net gain or loss on cash flow hedges in equity is dissobved

" when the hedged item is recognized in the balance sheet If the hedged item is

a non-financial asset or a non-financial liability, the reversal from the net gain or
loss en cash flow hedges in equity is included in the original cost of the asset or
fiability. tf the hedged item is a financial asset or financial liability, the net gain or
loss on cash flow hedges in equity reserve is gradually reversed through profit or
loss at the sarne rate that the hedged item affects earmings.

When a hedging instrument expires, is sold or is exercised, or the company
revokes the designation as a hedging refationship before the hedged wansaction
occurs and the forecast transaction is still expected to occur, the recognizad
<umulative gain or loss remains in the net gain or loss on cash flow hedges in
equity in shareholders’ equity and is recognized in the same way as above when
the transaction occurs.

1 the hedged transaction is no longer expectad o occur, the hedging
instrument’s cumulative gains and losses are immediately recognized through
profit or loss in accordance with principles described above for derivatives,

Hedge of contracted cash flows — fair volue hedges

Currency exposure from future contractad cash flows is hedged with forward
exchange contracts and currency options. In these hedges, the derivative is
recognized at fair value in the balance sheet with regard to both the dervative
itseif and the contracted cash flow for the risk being hedged. The change in value
of the derivative is recognized through profit or loss together with the change in
value of the hedged ftem

Hedge of currency exposure in assets and liobilities

Currency exposure from an asset or liability is hedged with forward exchange
contracts. No hedge accounting is applied, due to which both the hedged

item and hedging instrument are recognized at fair value with changes in value
through profit or loss. Changes in the value of operations-related receivables and
liabitities are recognized in operating income, while changes in value of financial
receivables and liabilities are recognized in financial income and expenses.

¥aluation principles

The fair value of listed financial assets is detarmined using market prices.
Furthermore, Saab applies various valuation methods to detarmine the fair
value of financial assets that are traded on an nactive market. These methods
are based on the valuation of simiar instruments, discounted cash flows or
customary valuation methods such as Black-Scholes, See also Note 41,

Inventories
Inventories are stated at the lower of cost and net realizable value. Net realizable
value is the estimated selfing price in continuing operations after deducting
estimated expenses for completion and expenses incurred in selling.

Cost is cakulated by applying the first-in first-out methed (AFO) and includes



expenses 1o acquire inventory assets and bring them to their present location
and condition, For manufactured goods and work in progress. cost includes a
reasonable share of indirect expenses besed on normal capacity.

For finished and semifinished goods, cost cansists of direct manufacturing
expenses and a reasonable share of indirect manufacturing expenses as well as
expenes 1o customize goods for individ 1al customers. Calculations take inta
account normal capagity utilization.

Dividends

The dividend proposed by the Board of Directors reduces eamings availabie for
distribution and is recognized as a liabilit when the Annual General Meeting has
approved the dividend.

Employse banaflts
The Group has two types of pension plans: defined-contribution and defined-
benefit pension plans.

Defined-centribution plons

In defined-contribution plans, pensions a-e based on the premiums paid.
Cbligations with regard to defined-contribution plans are expensed in the
income statement when they arise,

Defined-benefit plons |

In defined-benefit plans, pensions are based on a percertage of the recipient’s
salary, Saab has around ten types of defined-benefit plans, The predominant plan
is the (TP plan, which accounts for appreximately 5/6 of the tota! obiigation. The
sacond largest plan refers to the state-funded retirement pension and vested
pensions in Affirsverket FPV when it was incorporated on January 1,159,

The Group's net obligation for defined benefit plans is cakculated separately
for each plan by estimating the future compensation that employees have
earned through employmens in present ind previous periads. This compensation
is discounted to present value. Sazb has secured a portion of the obligation
through provisions 1 a pension fund, and the fair value of the fund’s assets is
offset against the provision for the pension obligation at present vatue in the
balance sheet. The discount rate to calculate the present value of the obtigation
corresponds 1o the interest rate on the :losing day for a first-class corporate
bond with a raturity corresponding to the pension obiigation. When there is no
active markat for such corporate bonds, the market interest rate on government
bonds with 2 similzr maturity is used instead. The calculation is made by a
qualified actuary using the projected unit, credis method.

‘When the compensation terms in a plan improve, the portion of the
increased compensation attributable to the employees’ services in previous
periods is expensed through the incorne statement on a straight-line basis over
the average period until the compensation is fully vested. If the compensation is
fully vested, an expense is recognized directly through the income statement.

The obligation is estimated on the closing day. and if the calculated amount
deviates from the forecast commitment an actuarial gain or loss arises. All
actuarial gains and losses as of January 1, 2004, the date of transition to IFRS,
are recognized in shareholders’ equity ar d other itemns in the balance sheet. For
actuarial gains and losses that arise from the calculation of the Group's obligation
for different plans after January 1, 2004, the so<alled corridor rule is applied. This
means that the portion of the cumulativ: actuarial gains and fosses exceeding
10 percent of the higher of the commitraents’ present value and the fair value
of assets under management is recognized over the expected average remaining
period of employment of the employees covered by the plan. Actuarial gains and
fosses ctherwise are not taken into account

When the calculation leads to an asset, the carrying amount is limited to
the lesser of the estimated asset and sur of unrecognized actuarial kosses and
unreccgnized costs associated with emp'oyment in previous peniods as well
as the present value of future repaymems from the plan or reduced future
payments to the plan.

‘When there is a differance in how th2 pension ¢ost is determined for a
legal entity and the Group, a provision o, receivable for the special employer's
contribution arises based on this differerca.

NOTES

Severance

A provision i§ recognized in connection with termination of personnel only if the
comparny is obligated to terminate an employment before the customary time,
e.g. when compensation is paid in connection with a voluntary termination offer.
In cases where the company terminates personnel, a detailed plan is drafted
containing at the minimum the workplaces. positions and approdmate number
of individuals affected as well as compensation for sach personnel category or
positicn and a scheduie for the plan's implementation,

Share-related compensation
No share-related compensation is currently paid by Saab.

Provisions

A provision i recognized in the balarce sheet when the Group has a legal or
informal obligation owing to an event that has occurred and it is likely that an
outflow of economic resources will be required to settle the obligation and a
refiable estimate of the amount can be made. Where it 15 important when in
time payment will be made, provisions are estimated by discounting the forecast
future cash flow at a pretax interest rate that reflects current market estimates
of the time value of money and, where appropriate, the risks associated with the
liabitity.

Guoraniees

A provision for guarantees is normally recognized when the undertying products
or services are sold if a reliable calculation of the provision can be made.The
provision is based on historical data on guaramees for the products or similar
products and an overall appraisal of possible outcomes in relation 1o the
Ikekhood associzted with these outcomes,

Restructuring

A provision for restructuring is recognized when a detailed, formal restructuring
plan has been established and the restructuring has either begun or been publicly
annaunced. No prowision is made for future operating losses.

Sail remediation

In accordance with the Group's publicly announced enviranmental principles and
applicable tegal requirements, periodic estimates 2re made of 5aab’s obligations
10 restore contaminated soil, Anticipated future payments are discounted to
present value and recognized as a provision.

Lest contracts
A provision for a loss ¢contract i recognized when anticipated benefits are less
than the unavoidable costs to fulfill the obligations as set out in the cantract

Contingent Nabilities

A contingent liability exists if there is a possible commitment stemming from
events whose occurrence is dependent on one or more uncertain future events
as well as when there is a commitment that is not recognized as a liability or
provision because it is unlikely that an outflow of resources will be required

or the size of the obligation cannot be estimated with sufficient rehability.
Information is provided as long as the fikelihood of an outflow of resources is
not extremnely small.

Taxes

Income taxes consist of current tax and deferred tax. Income taxes are
recognized through profit or loss unless the underlying transaction is recognized
directly in sharehclders’ equity, in which case the related tax effect is also
recognized in shareholders' equity.

Current tax is the tax paid or received for the current year, applying the tax
rates that have bean set or essentially set as of the ¢losing day to taxable income
and adjusting for current tax attributable to previous periods.

Deferred tax is cakulated accarding to the balance sheet method based
on temparary differences that constitute the difference batween the carrying
value of assets and liabiliies and their value for tax purposes. Deductible
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temporary differences are not taken into account in the intial reporting of assets
and liabilities in 4 transaction other than a buginess combination and which,
at the time of the transaction, do not aff2ct either the recognized or taxable
resuit Moreover, temporary differences are not taken into account if they are
attributable to shares in subsidiaries and associated companies that are not
expected to be reversed within the foreseeable future. The valuation of deferred
tax is based on how the carrying amaounts of assets or liabilities are expected to
be rezlized or settled. Deferred tax is ca culated by applying the tax rates and tax
rules that have been set or essentially ars set as of the dosing day.

Deferred tax assets from deductible +emporary differences and tax loss
carryforwards are only recognized to the extent it is Ikety that they will
be utilized. The value of defarred tax assats is reduced when it is no longer
considered likely that they can be utilized.

$lignificant diffarances betwaen the Group's and the Parent Company’s
accounting principles

The Parent Company follows the same accounting principles as the Group with
the following exceptions.

Segmeny reparting

The Parent Company's net sales are distributed by operating area and
gecgraphical markets, Other requirements for reporting by segment are not
reperted,

Assodated companles and joint

Shares in associated companies and joinl ventures are recognized by the Parent
Cempany acconding to the acquisition viJue method, Revenwe includes only
dividends received, provided that they stam from profits earned after acquisition.
Dividends exceeding those earnings are zonsidered a repayment of the
irvestment and reduce the carrying value of the shares.

tntangible fixed assers
All developrment costs are recognized through profit or loss.

Tangible fixed ossets
Tangible fixed assets are recognized after revaluation, if necessary Al leases are
recognized according to the rules for oparating leasing,

Investment properties
Investment properties are recognized actending to acquisition cost method,

Mon-current assets held for sale

The Parert Company applies the Group's accounting principle with the
exception that the Parent Comparty depreciates non-current assets held for sala.
Information on these non-current assets and discontinued aperations is provided
in a note.

Finaneig! essees ond Fabilities and other finuncial instruments

The Parent Company carries financial fixed assets at cost less impairment and
financial current assets acconding to the owest value principal. If the reason for
impairment has ceased, it is reversed,

Derivatives and hedge accounting

Derivatives that are not used for hedging are carried by the Parent Company
according to the lowest value principal, For dervatives used for hedging,
recognition is determined by the hedged item This means that the derivative s
treated as an off balance shest itern as long as the hedged item is recognized at
cost or is not included on the balance sheet. Recetvables and liabilities in foreign
currency hedged with forward contracts are valued at the forward rate.

Employee benefits

The Parent Company complies with the provisions of the Law on Safeguarding
of Pension Commitmeants and the regulations of the Financial Supervisory
Auwtharity, since this is a condition for tax deductibility.

Untaxed reserves

The amounts allocated 10 untaxed reserves constitute taxable temporary differ
ences. Due 1o the connection between repcrting and taxation, the deferred tax
liability 5 recognized in the Parent Company as part of untaxed reserves,

Group contributions dnd shareholders' contributions for lege! entities
Shareholders’ contributions are recognized directly in the shareholders’ equity
of the recipient and capitalized in the shares and participating interests of tha
contributor, to the extent impairment s not required,

Group contributions are recognized based on their economic intent. This
means that Group contributions paid in order to minimize the Group’s total
taxes are recognized directly in retained eamings after deducting the current tax
effact. Group contributions equated with dividends are recognized as a dividend.
This means that Group contributions received and the effect on current tax are
recognized through profit or loss. Group contributions paid and the effect on
current tax are recognized directly in retained earnings.

Group contributions equated with sharehokiers’ conuibutions are recognized
by the recipient directly in retained earnings taking into account the effect on
current tax. The contributor recognizes Group contributions and the effect on
current tax as an investment in shares in Group companies with subsequent
impairment testing.
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NOTE 2 o

CRITICAL ESTIMATES AND ASSUUMPTIONS

The Bozrd cf Directors and Group Manz gement together have identified the
following areas that could be of particular importance in assessing the Group's
earnings and finaacial position. Developrent in these areas is monitored conti-
nuously by Group Managerment and the Board of Directors' audit committee,

UNCERTAINTIES IM ESTIMATES AND ASSUMPTIONS

Impairment tasting of goodwill

In the calculation of cash-generating units to determine whether there has been
an impairment of goodwill, assumptions have been made regarding future condi-
tiors. A significant deviation in the condizions will have a significant effect on the
value of goodwill in 2007,

Recovery of value of davelopment cost)

The Group has invested significant armou 1ts in research and development The
reported amounts primarily relate to the export version of Gripen, electronic
warfare systems and missile systems. Capitalized development costs amount
1o SEK 3,561 m. and are capitalized over the estimated production volume.
Estimated production volume may later be reassessed, which could necessitate
impairment.

Pension obligations

The Group's pension obiigations are subrtantial, as indicated in Note 37.1n the
cakulation of pension abligations, future pension obligations are discounted to
present value. The size of the liability is dependent on the choice of discount
rate; a low interest rate produces a high fiability, and vice versa To reduce the
volatility in the reported pension fiability, the Board of Directors decided in
Decemnber, 2005 to allocate approsdmately SEX 2,500 m. to a pension fund, Saab
Pensionsstfielse. This amount correspans to the pension obligation according
to FPG/PRLThe fund was established in the first quarter of 2006.The Group
Management expects the return on assets under managerment to exceed the
discount rate by 1.0 percentage point.

Laasing fleet

The portfolio consists of 163 aircraft, 64 of which are financed via US leverage
leases, while the rest are reported as asss in the balance sheet Of the 143
aircraft, three are financed through non-recourse loans, while the rest, with the
exception of one aircraft, are covered by insurance from the Export Credits
Guarantee Board in Sweden and other insurance companies that insure future
revenue, The creditworthiness of the vanous insurers is good and stable. The
number of unleased aircraft as of year-end is 23. Cf these, 19 aircraft are alloca-
ted to customers for delivery primarily during the first half of 2007.The extent
of leasing cperations is indicated in Note 7 and 18.

Condltional financial racelvables and flabilltias

The consolidated balance sheet includes financial receivables of SEK 19C m. and
finandial liabilties of SEK 47 m, that are conditional on the outcome of a tax
dispute. The amounts are discounted to present value, The Board of Directors
and Group Management anticipate that 1he ¢ourts will rule in Saab's favor,

Long-tarm customaer projects

Saab is one of the world's leading high-technology companies and its operations
are distinguished by complex developrnent assigrenents on the leading edge of
technology. Over the years, the Group has conducted significant development
projects and managed the associated risks with great success. The Group applies
the percentage of completion method 1 recognize revenue from long-term
custormer projects. An estimation of total costs is eritical in this method, and the
outcome of technical and commercial risks may affect the income.

Deferred taxes
Tax loss carryforwards attributable to operations outside Sweden are vatued
consarvatively,

NOTES

REVENUE DISTRIBUTION

Revenue by Group Parent Company
significant source

SEK m. 1008 1005 2006 2005
Sale of goods 5,140 1746 1,806 1,330
Long-term customer

cantracts 1,679 11,112 6,662 6,654
Service assignments 4136 4453 2467 808
Royalties ] ki 5 -
Total 21,063 19.314 10,940 8792

For long-term customer agreements on development and hardware that can be
reliably cakulated, revenue 2nd expenditures are recognized in the consolida-
ted income statement in relztion to the assignment’s stage of completion, ie.,
according to the percentage of completion method. The stage of completion is
based on a determination of the refationship between expenditures incurred

for servicas rendered as of the closing day and estimated total expenditures.

OfF the estimated total revenue for an assignment, including interest on advance
payments, the portion comesponding to the stage of completion is recognized in
each period. The stage of completion can also be determined in certain cases ba-
sed on milestones ar deliveries. With regard to orders whase manufacturing cost
is financed 10 a significant extent with advance payment from customers, the
effect on interest of advance payment financing is recognized in gross income.
The interest amount that affected gross income is indicated in Note 13,

i
NOTES,
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NOTE 4 N

SEGMENT REPORTING

Segment reporting is prepared for the Group's business segments and geograph-

ical areas. The Group's reporting systern i designed to track the rate of retumn
on the Group's goods and servicas, due 1o which business segments are its
primary segment reporting format.

Inra-Group prices between segments are set based on the arm's length prin-

ciple, ie.. between parties that are indepe ndent of each other, wel-informed and
have a stake in the transactions. Incorne, ¢ ssets and liabilities for the segments
include directly attributable items and iterns that can be distributed by segment
in a reasonable and reliable mannerThe segments’ investrents in intangible and

tangble fixed assets include all investments with the exception of thote in short-

term equipment and equipment of minar value,

Business segments

Business segments are the Group's prima-y segment. The Group consists of the

following business segments:

+ Defence and Security Solutions: The segment comprises advanced command
and control and communication systesns for miltary and civilian applications.
The segment also comprises a wide renge of integration services, integrated
support and logistical solutions, ard st phisticated consulting services.

+ Systems and Products: The segment comprises world-leading systems, produc-
ts and components for defence, aviation. space and civil security. Alsa included

in the segment are long-term maintenance and operational services for the
systems it has delivered.
= Aeronautics The segment comprises extensive military and chviian asronau.
tics operations and is dominated by the Gripen program but also includes
unrmanned aerial vehicles (LJAV} . In cislian operations, Saab is a supplier of
structures and subsystems 1o the aireraft manufacturers Airbus and Boeing,
Corporate comprises Group staffs and departments and paripheral operations.
1t alsa includes the leasing fleet of 163 aircraft (Saab 340 and Saab 2000). Ope-
rational responsibility for the leasing flest Ties with Aeronautics. A more detailed
description of the business segments is provided on page 26.

Gaeographical areas

Geographical areas are the Group's secondary segment. Information on the
segment’s revenue refers 1o geographical areas grouped by customer locations.
Segment assets and investrnents in tangible and intangible fixed assets during
the period are based on the geographica' areas and are grouped on the basis of
where the assets are located.

The Group's sagments are divided into the following geographical areas:

+ Swaden: Saab has the werld as its market, but research, development and
producticn are principally carried out in Sweden. Slightly over a third of
imvoiced sales are to Swedish customers.

* Rest of EL: Reverwe from B member states primarily refer to deliveries
from Swedish Group companies and to products from every business seg-
ment In Austria, space equipment is daveloped and manufactured,

= Rest of Europe: Revenue from the Rest of Europe mainly refers 1o sales from
units within Defence and Security Solutions and Systerns and Products.

« Narth America In the US, operations. comprise aircraft leasing and the
sale of spares for the regional aircraft Saab 340 and Saab 2000. A number
of major U5, air carriers are customers. In addition, operations include the
manufacture and sale of signature management systams, for which the LS.
Arrry is a customer

* Latin America: Revenue from Latin America refer to deliveries from Defence
and Security Salutions and Systerns ard Products.

+ Asiz: Revenue from Asia largely refers to sales by units of Defenca and Secu-
iy Solutions.

= Australia, etc.: Revenue from Austrafia mainly refer to command and control

systems for the Australian Navy and Armiy A large part of these products are
developed in Australia

Africa: In Africa, Saab offers products and services within electronics for
markets including telecommunications, defense, air traffic control and security.
Sales from Sweden to Africa primarily comprise Gripen exports to the South
African Defence,
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SEGMENT REPORTING (cont.}
Business segments
Group Defence and Security Systems and Asronautics Corporate/ Group
Solutions Products aliminations
Pro fgrma Pro forma Pro forma Pro forma Pro forma
| SEN m. 1006 1008 1006 1008 2008 2005 2004 1005 2004 2005
External revenue 7.310 5.97% 7679 5,488 5.824 6,729 250 118 21.063 19.314
Internal revenue 718 324 01 909 186 46 -1,805 -1,279 - -
f Total revenue 8,028 6,303 8,580 7,397 6010 6,775 -1,555 -1.1861 21,063 19.314
Operating income before share in
income of associated companies 87 830 628 B13 190 144 34 1,723 1.587
Share in income of associated 4 5 3 5 - - 15 55 22 85
companies
( Operating income 7 875 635 611 818 190 144 49 55 1,745 1,652
Share in income of associated
companies - 1 2 3 . - -30 -24 -28 -20
Financial income and expenses -14 -20 .74 54 -56 -37 120 30 -24 -81
Income before taxes 861 31 559 767 134 107 139 61 1,693 1551
Taxes -346 «352
Net income for the year 1.347 1,199

Assets 7.838 6,516 16253 8216 9.011 7.896 3N 7993
Of which shares in associated

companies 7 33 19 40 . - 224 243
Liahiiities 4,574 4031 10,412 5672 8,760 7,770 -1,000 3,629
Cash flow from operating activities 61% 539 -33 485 -7 1,570 -2415 51
Capital employed by segment 4,663 4,095 7523 4191 2158 1676 -2253 3525
lovestments (excl, lease assats) 11 92 473 i 240 137 109 38
Depreciation and amortization 128 102 194 167 128 124 405 546
impairments 3 - 98 5 - - - 5

32 30574

270 316

237446 2110

-1,500 2,645
12091 13,487
963 589
955 939
104 10

Figures for 2005 have been adjusted for the new organizational structure that applies as of January 1, 2006 {see organizational change on page 28}, The most significant
change is that approximately SEK 900 m, in revenue from the Aercnautics business segment has been transferred 1o Defence and Security Solutions. The camesponding

figures for operating income and assets are SEK 80 m. and SEK 1,200 m. respectively.

Geographical areas

Group Swedan Rust of EU Rest of Europe North America Latin America
SEK m. 1006 1008 1006 1008 1006 ‘1o0s 1008 008 2006 1008
External revenue 7.349 8,541 6,080 5420 %2 343 1,744 1,608 57 a3
Assets 27,892 25341 498 290 40 10 22N 2,663 1 1
Investments 871 486 5 18 1 - 20 22 - -
Group Asla Australla, ate. Africa Total

SEK m. 2006 2008 004 1008 2006 2005 2006 1005

External revenus 1,757 684 975 1,195 2807 1,440 11,063 19,314

Assets 12 2 516 628 1521 1,679 3277 30,5%4

ivestments 1 - 1 4 62 59 953 58%
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Revenue by business sagments

Parent Company

SEK m. 1006 1008
Defence and Security Solutions 4511 1,549
Systems and Products 643 789
Aeronautics 5,786 6.454
Total 10,940 8,792

Revenus by geagraphical markat

Parent Company

SEK m. 2008 1008
Sweden 6333 5520
Rest of EU 2,094 1598
Rest of Europe 128 192
North America 1) 62
Latin America 14 1
Asia 772 198
Australia, etc. . 151 118
Africa .297 703
Total 10,940 8,792
NoTES (] |
OTHER OPERATING INCOME

Group Parent Company

SEX m. 100¢ 200% 2008 1008

Gain on sale of Group

companies 180 68 - -

Gain from peripheral

activities 29 23 2 -

Trading result 2 14 2 14

Change in value of

biolcgical assets 13 q - .

Gain on sale of fixed assets 8 6 5 1

Gain an sale of associated

companies - 170 - -

Other 78 37 10 3

Total 330 322 59 18

NOTE &

OTHER OPERATING EXPENSES

Group Parent Company
SEK m. 004 100% 2006 1008
Impairment of receivables 100 . . -
Exchange rate losses on
receivables/labilities of an
operating nature -3 -6 -30 -12
Loss from peripheral
activities -6 44 - -
Loss on sale of tangible fixad
assets 1 A 4 1
Costs for enviranmental
commitments - -2 - -2
Other 26 24 24 -2
Subtotal -165 -157 -55 97
Change in value of derivative i7m -784 R -
Change in value of
contracted flows -7 782 - -
Subtatal - 2 - -
Total i 165 159 -55 97

NOTE 7 .

LEASING OPERATIONS

As the former manufacturer of the regional aircraft Saab 340 and Saab 2000,
Saab has a great interest in ensuring that these aircraft are utilized in the best
way possible. Over 500 aircraft have been delivered and 163 are included in
Saab's leasing fleet. Opening and closing leasing operations (and spares for these
aircraft types) are carvied out by wholly owned Group companies and one spe-
cial purpose entity {SPE). Income from leasing operations (Saab Alrcraft Leasing)
is reported in the income statement on the lines other operating income and
other operating expenses after offsetting the loss risk reserve, Saab Aircraft
Leasing’s income staterment and balance sheet are largely USD-related, since its
agreements on the safe and lease of aircraft are abways in USD.The exchange
rates used for translation of the financial statements are indicated in Note 49.

Income statement Saab Aircraft Leasing

SEK m. 2006 2008
Leasing revenue M3 1,070
Interest income 133 122
Other revenue 500 172
Total revenue 1,546 1.364
Leasing expenses -410 444
Interest expenses -239 -294
Depreciation ~282 -41%
Other expenses -565 -308
Total expenses 1496 1465
Litilization of loss risk reserve -50 il

Operating income - -




Balance sheet Saab Aircraft Leasing

SEK m. 12.314-2004 12-31-2008
Assats

Lease assets 2417 4077
Receivables from Group companies 156 -
External receivables 716 984
Inventories 5 ]
Liquid assets 103 97
Jotal assets 3397 5,166

Shareholdars’ aquity and liabllitias

Shareholders’ equity 1,495 1437
Provisians 663 930
Lease obligations™ 457 1,523
Liabilities 1o Group companies . 301
Other liabilities 782 975
Total shareholders' equity and liabilitie:. 31397 5,166
" Of which foog-term kabéity 245 868

Security pledged for lease obligations ampunted 1o SEK 447 m. (1.417).

NOTE § N

ACQUISITIONS AND DIVESTMENTS OF OPERATIONS

During the first guarter, a joint venture was formed together with TietoEnator,
TistoSaab Systerns Oy Saab's share is 40 percent The company was formed
through a non-cash issue where Saab contributed the net assets of Elesco Oy.
In addition, TietoEnator received SEK 48 T in cash. The transaction resuited in
reported goodwil! of SEX 48 m.

QOn March 27, the subsidiary Saab Metach AB was divested. The purchase
price was SEK 253 m, which generated a profit of SEK 180 m. In the annual
repart 2005, Metech was recognized among non-current assets held for sale,
SEK 65 m., and liabilities attributable 1o nan-current assets hetd for sale, SEK
37 m.The divestrnent had a positive effect on fiquid assets of SEK 219 m. If the
divestment had taken place on January 1, 2006, the Group's sales would have
been SEK 57 m. lower for the peried and net income for the period woulkd have
decreased by SEX 5 m, excluding capual gains.

Cn May 1, Saab acquired 100 percent of the shares in the South African
electronics engineering company Aerosp ice Monitoring and Systemns (Pty) Ltd
{AMS). The purchase price was 25 million rand, which means that reported
goodwdll was 20 million rand. Including liquid assets in the acquired company, the
Group's liquid assets declined by 20 milion rand or approsamatety SEX 25 m.

No intangible assets have been identilied for TietoSaab Systems and AMS.
Goodwill is entirely due to synergies betveen the operations in Defence 2nd
Security Solutions and Systams and Products.

The acquisition of these companies his nat had any significant effect on
assets, Fabilities and equity as well as sales or operating income for the period
(pro forma).

Cn September 1, Saab acquired all the shares {100 percent) in Ericsson
Microwave Systerns AB, Maersk Data Defence A/S and 40 percent of the shares
in Saap Encsson Space AR.

The acquisition of Saab Ericsson Space AB is reported as a step-by-step
acquisition, since Saab’s interest priar 10 <he acquisition was &) percent and it
was already consolidated.

The acquisitions of Ericsson Microwave Systems AB and Maersk Data
Defence ASS have the following effects on the Group® assets and liabilities:

NOTES

Ericsson Microwava Systems AB (preliminary)

Reported  Fair valus
value at reported

SEK m. acquisition in Group
Intangible fixed assets 2,000 2957
Tangible fixed assets 223 223
Financizl fixed assets 87 87
Deferred tax assets 125 125
Inventories 17 17
Other receivables 1730 1.730
Liquid assets 582 582
Provisions -280 -280
Deferred tax liabilities -615 -883
Advance payments from customers -1,483 1,482
Accounts payable and other liabilities <927 927
Net identified assets and liabilities 1614 2303
Goodwill 1,460
Purchase price 1763
Liquid assets (acquired) -582
Decrease of the Group’s liquidity 3.181

The acquisition calculation is still preliminary, since the final purchase price has
not been determined.

Intangible fixad assess primarily consist of expenditures far product develop-
ment/technology and customer refations. The estimated amortization schedule is
at 510 15 years,

Maersk Data Defence A/S (preliminary)

Reportad  Falr valus
valusat  reported

SEX m, acquisition in Group
Intangible fixed asset 86 86
Tangible fixed assets 2 2
Deferred tax assets 16 16
Inventories 19 1%
Crther receivables 3 i3
Liquid assets 25 15
Prowvisions -8 -8
Deferred tax liabilities .24 -4
Intesest-bearing liabilities -12 12
Accounts payable and other liabilities 61 61
Net identified assets and liabilities 66 66
Goodwill ) -
Preliminary purchase price 66
Liquid assets (acquired) -25
Decrease of the Group's liquidity 41

The acquisition calculation is still preliminary, since the final purchase price has
not been deterrmined.

Intangible fixed assets in the form of product development/technalogy prirma-
rily consists of investments in a number of key technologies, the most prominernt
of which is the DACCIS command and contral system. The amartization period
is estimated at 15 years.
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Recognized goodwill from the acquisition of 40 parcent of Saab Ericsson Space

SEK m.

Purchase price paid
Less acquired net assets September 1, 2006
Goodwill

100
75

25

The impact on the Group’s liquidity as of December 31, 1006 was 21 follows;

SEK m.

Purchase price paid Ericsson Microwavs Systems 3.763
Purchase price paid Saab Ericsson Space 100
Purchase price paid Maersk Data Defesce 58
Purchase price paid other aquisitions 95
Cash and marketable securities Ericsson Microwave Systems -582
Cash and marketable securities Saab E-icsson Space -
Cash and marketable securities Maerst. Data Defence 25
Cash and marketable securities other aquisitions -6
Decrease of the Group's liquidity 3403
Interest-bearing Iiabilitie's Ericsson Microwave Systems -
Interest-bearing liabilities Saab Ericsson Space

Interest-bearing liabilities Maersk Data Defence 12
Interest-bearing liabilities other aquisistions 9
Decreate of the Group's net liquidity 3,424
Effacts If the acquisition had caken place on fanuary 1, 2004

SEX m.

Revenue

Revenue January 1 - August 31, 2006 [ricsson

Microwave Systams 1.840
Revenue January 1 - August 31, 2006 Maersk Data Defence 92
Total 1932
Net Income

Income January 1 - August 31, 2006 Evicsson

Microwave Systems -29
Income January 1 - August 11, 2006 ¥ aersk Data Defence .18
Income January 1 « August 31, 2006 Saab Ericsson Space {40%) 2
Total 45

NOTE 9 : N .

EMPLQYEES AND STAFF COSTS

Average number of employees

2006 of whom 2005
men

Parant Company
Sweden 6,655 83% 4,985
South Africa 4 81% 5
Hungary 4 100% -
[9].4 3 7% -
South Korea 3 7% -
USA 1 100% ]
United Arab Emirates 1 100% 2
Thailand 1 100% 1
Czech Republic 1 100% 1
Chile 1 100% 1
Belgium 1 0% -
Germany 1 100%
France - - 2
Total. Parent Company 6,697 83% 4,598
Group companies
Sweden 381 79% 5135
South Africa 1,348 7% 809
USA 406 5% 416
Awustralia 174 5% 7%
Austria 07 83% 120
Norway 43 1% 10
Denmark 20 90% 72
UK 15 80% 15
France 9 100% 7
Finland 7 86% 55
India 7 71% 7
Nigeria 6 83% -
Canada 5 100% 4
Germany 4 100% 42
Hungary 3 33% 4
Algeria 2 100% 2
United Arab Emirates 2 100% -
Netherlands 2 100% 13
Japan 1 100% 1
MNamibia 1 100%
Singapore 1 0% 1
Mauritius - 1
Total in Group companies 6,114 76% 6993
Joint ventures
Sweden 15 67% 15
Firfand 32 78%
Joint ventures, tatal 47 74% 15
Group total 11,858 80% 12,004




Gender distribution of corporate management

2004 100%
% of warnen % of women
Parent Company
Board of Directors 6% 8%
Other senior executives 20% P4
Group total
Board of Directors 6% 4%
Other senior executives 15% 12%
Safaries, other remuneration and social security expenses
w08 1008
Salaries and Social Salaries and Soclal
othar remu. tecurity other remu- security
SEK m. neration axpansas narstion SxXpaniad
Parent Company 1,006 14711 1,042 1,153
of which pension costs 5351 - 468"
Group companies 12 al 2,683 1,101
of which pensicn costs 276 - n
Joing ventures 24 ] 10 [}
of which pension casts 5 - 3
Group, total 5,051 2,193 4,741 1,181
of which pension costs - Big® - 843

» Of the Parent Company's pention costs. SEX 4 £ (8) refers 1o the board and president inchuding
deputies and executive vice presidents. The comaamy's cutstanding pension obligatons for these
individuals amount to SEK 5 m, (59), of which TEX 51 m. (58) refers 1o former board members
and presidents, mclyding deputies and exacutive vice presidents.

B Of the Group's pension costs. SEK 15 m. (30) refers to the Group's boards and. presidents, inchy-
ding Group s The Group's g pension obliganons for these indidualy amaant
to SEK 66 m. (361}, of which 5EK 51 m. (58} refirs w former board mernbers and presdents.

NOTES

Salaries and other remuneration by country and between
Board members and President and other employees

1008 1005
Board and Other Board and Other
SEK m. Prasident employess  President employess
Parant Company
Sweden 22 2,769 17 2028
of which banuses, etc. 3 - -
South Alrica - 10 - 3
Hungary - 2 . -
United Arab Emirates - 1 - 1
UK . 1 . -
Thailand - 1 - 1
Parent Company total 2 2,784 7 201
of which bonuses, ete, 3 - 3 .
Group companies in
Swedan 214 1,442 Hn 2,080
of which bonuses, etc. 4 - ) -
Group companies outside
Swaden
South Africa 12 /7 4 150
of which bonuses, ete, t - 1 -
UsaA [ 144 5 130
of which bonuses, etc, 1 - 1 -
Australia 113 11 4 93
of which bonuses, etc, 1 - -
Austria 4 n 3 68
Denmark 1 42 3 31
Germnany 1 13 2 26
Norway 2 13 1 1
UK - 7 1 1
France . & - 3
Finland 1 4 3 19
Canada - 3 - 2
MNetherlands - 2 1 5
Japan - 1 - 1
Hungary - H - 1
Saudi Arabia . . - 4
Group comgpanies, total 64 215% 58 2,615
of which bonuses, etc, 7 - 4 .
Jolnt vantures
Sweden - 10 - 10
Finland 1 13 ] 1
Group total a7 4,968 75 4,566
of which bonuses, etc, 10 - 7 -

OfF the salaries and remuneration paid to other employees in the Group,
SEX 32 m. (27) refers to senior executives other than board members and

presidents.
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Sick leave in Parent Company

1006 2005
Total sick leave as a percentage of norinal working
haurs % %
Percentage of total sick leave related to extended
absences of 60 days or more 54% 45%
Sick leave absancas by gender as a per:entage of
narmal working hours:
Men 1% 4%
Women 5% 3%
Sick leave absences by age as a percenzage of
normal working hours;:
29 years or younger 1% %
3049 years 3% 3%
50 years or older 4% 4%

For information on post-employment cornpensation and share-related compen-
sation, see Note 37,

Saab has an ambitious occupational heatth a2nd rehabilitation program.
Management's responsibility for rehabilitation is underscored in a directive. Occu-
pational health reviews and inspecticns a-e conducted on a regular bass, and a
systematic program with current plans is in place at all levels of the organization.
Sick leave is monitored carefully, and areas with high absenteeism are given spe-
cial atzention, All Saab employees have access to professional occupational health
services, induding technical, medical and psychosocial experuse. Rehabilitation i
conducted internally and obtained from outside providers. All Saab employees
have access to wellness programs that include individual or group exercise
options.

NOTE10. - N

AUDITORS" FEES AND COMPENSATION

Group Parent Company
SEKm. 100¢ 003 1006 2005
Ernic & Young
Audit assignments 1: 10 6 4
Other assignments n [ ]
Daloitea
Audit assignments . 1 1 1
Other assignments 1 . 1 N
Othar
Audit assignments - 3 . -
Other assignments < 3 - 1
Total 29 24 14 1"

Audit assignments involve examination 0” the annual report and financial ac-
counting as well as the administration by the Board and the President, other
tasks related to the duties of the compary's auditors and consultation or other
services that may result from observations noted during such examinations

or implementation of such other tasks. Al other tasks are defined as other as-
signments.

OPERATING EXPENSES

Group

SEK m. 1008 1005

Raw materials and consumables 4,345 3

Subsystemns ang equipment 1415 1733

Purchased services 3646 2,687

Change in inventory of finished goods and work

in progress -28 718

Personnel costs 7.346 7.002
Depreciation and amortization 673 520
Impairments 101 10
Other expenses 2.007 2,009

Total 19,505 17,890

Cparating expenses refer to cost of goods sokd, marketing expenses. adminis-
trative expenses and research and development costs. Leasing operations (Saab
Aircraft Leasing) are reported in the income statement on the lines other ope-
rating income or other aperating expenses, dua to which depreciation of lease
assets is not included in depretiation and amortization above.

NOTE 11 -

DEPRECIATION/AMORTIZATION AND IMPAIRMENTS

Group
$SEK m. 2008 2005

Depraclation/amortization

Capitalized development costs =204 -107
Other intangible fixed assets -92 -33
Operating properties -113 -118
Property, plant and equipment -135 -148
Equipment, tools and installations 189 -114
Lease assets (see Note T) -282 419
Totat -955 939
Impairments

Goodwill 15 -
Capitalized development costs 83 .
Property, plant and equipment - -7
Equipment, tools and installations -3 -2
investment properties - -1
Total - -10
Parent Company

SEK m. 1006 1008
Depraciation/amortization

Other intangible fixed assets -30 -27
Buildings and land -57 -44
Property, plant and equipment .79 .54
Equipment, toals and installations -54 -57
Total -220 -182



WNOTES

MOTE 13- o et C . R Parert Company
FINANCIAL INCOME AND EXPENSE Result from shares In  Result from shares In
Group companies associated companies/
Group joint ventures
SEK m. 20048 2005 SEK m, 1004 1005 2004 1n0s
Interest income 194 249 Dividends 1,208 869 7 18
Other investments including derivatives: Group contributions
Net change in value from revaluation of financial received e 587 - -
instrurnents 15 12 Capital gain on sale of
Net change in value from revaluation of shares 235 204 - 346
financia! assets - 14 Impairments -1,117 -1.593 - -2
Net exchange rate differences 3 17 Other - - 15 -
Less project interest applied to gross income -101 -64 Total 748 67 22 . 362
Cther financial income 3 - ) B
Financial income 14 228 Parent Company
Result from other se-  Other interest income
Interest expenses 72 144 curities and raceivables and similar profitfloss
Other invastments including derivatives: held as fixed assats ftoms
. . SEK m, 2008 2005 2006 2008
MNet change in value from revaluation of
financial assets/liabilities -5 -2 Interest income, group
Net exchange rate differences - -3 companies - - 197 198
Interest portion of pension costs for the year 56 151 Other interest income - - 50 100
Other financial expenses -5 3 Capital gain on sale of
Financial 128 309 shares : > i )
nancial expenses - -
I P - B Exchange rate differences . -1 - .
Share in income of associated companies -28 -2 Less project interest
Net fi ial t 4 51 01 applied to gross income - - -103 -64
et financial Income and &; . .
Xpenso Other 8 -10 . -
Total -5 -6 144 234 —
LT

Parent Company
interase expenses and i
similar profit/loss items  §_.

SEK m. 2004 P11
Interast axpenses, Group companies 152 110
Other interest expenses 39 108
Interest portion of pensicn costs for the year pa n
Totat - 212 189

APPROPRIATIONS

Difference between book depreciation and depreciation according to plan

Farent Company

SEK m. 2006 1005
Buildings and land 26 27
Property, plant and equipment as well as tcols and

installations -45 12
Tatal 1 39

7
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NoTeds | ]

TAXES

Tax reported in Incomue statement

Group

SEK m. 1006 1008
Current rax expense (=)itax recoverabla (+)

Taxes for the year -303 -94
Adjusiment for taxes refated to previous years - -9
Total =302 -103
Defarred tax sxpenye (=}tzx racoverztiy (+)

Ceferred tax related to temperary diffcrences 189 253
Deferred tax related to value of tax loss

carryforwards capitalized during the year 22 23
Deferred tax expanse related to utilization of pre-

viously capitalized value of tax loss carryforwards =279 -525
Deferred tax related to previcus years 25 -
Total -43 -24%
Total reported tax in Group =346 -152
Parent Company

SEKm, 1006 1005
Current tax sxpense {=){tax recoverabis {+}

Taxes for the year -302 -128
Total -39 -128
Deferred tax expense (=)/tax recoveratie (*}

Deferred tax related to temporary differences 30 147
Deferrad tax axpense related to utilizazion of pre-

viausly capitalized value of tax loss carr yforwards -12 =231
Deferred tax related to previous years 25 -
Total 43 -84
Total reported tax expensa in Parent

Company -259 -212
Reconciliation of effective tax

Group

SEK m. 1008 (X) 1004 1005 (%) 1005
Income before taxes 1693 1554
Tax according to cusrent tax

rate for Parent Company 28,0% 474 28.0% -434
Effect of ather tax rates for

foreign Group companies 1.8% -3t 0.3% -5
Non-deductible expenses 4,7% -79 1.5% -30
Tac-exempt income -11,5% 194 -5.4% B4
Utilization of tax loss

carryforwards previously

not capitalized -1.0% 22 -1.5% 23
Tax related 0 previous

years -1.4% 25 0.6% -9
Other 0.1% -3 -1.3% 19
Reported effective 13x rate 20.4% 346 07% -352

Parent Company

SEK m. 2008 (X) 2008 2005 {X) 1003
Income before taxes 1279 507
Tax according to current tax

rate for Parent Company 28,0% -358 28.0% 142
Non-deductible expenses 1.9% -24 45.0% -228
Tax-exempt income -7.6% 97 S11.2% 158
Tax relatad 10 previous

years -10% 25

Othar - 1 - -
Reported affective tax rate 2.3% -259 41.8% -212

Operations divested during the year generated tax-exempt capital gains totaling
SEK 236 m. In connection with distributions from Group companies in certain
non-European countries, taxation may esaceed nomal camparry tax.

Tax itams recagnixed directly in sharehoiders’ equity

Group

SEK m. 2006 2005
Deferred tax attributable to change in accounting

principes, IFRS - -123
Exchange rate differences 70 18
Acquisitions and disposals <745 20
Total ’ ' 675 -85
Parent Company

SEK m, 1006 1005
Deferred tax artributable to revaluation of buil-

dings -69 -54
Total ‘ -6% -56




Deferrad tax assats and Habilities
Group

Defarred tax Daferred tax Net
anets liabilldss
SEK m. 12-31-2004  11.11-2004
Intangible fixed assets 17 -1,253 -1,236
Tangible fixed assets 7 470 -463
Lease assets 76 620 -544
Biological assets - -36 -36
investment properties - -3 -3
Long-term receivables 195 -19 176
Inventories 2127 -8 m
Accounts receivable 10 - 10
Prepaid expenses and accrued income il -7 13
Long-term receivables - -36 -36
Provisions for pensions 29 -66 163
Qther provisions 733 -49 634
Accrued expenses and deferred
income 148 -16 132
Tax allocation reserves - -7 -7
COther 224 -57 167
Tax loss carryforwards 332 . 332
Tax assets/liabilities 1218 -2.645 427
Set-off -1,856 1856 -
Tax assets fliabilitles, net 182 -719% -417
Group Dafarrad tax Dafarrad tax Nat
anety {tabillties
SEK m. 12.31.2008  12-31.2008
Intangible fixed assets - -405 -405
Tangible fixed assets 15 -394 -379
Lease assets 30 825 -795
Biological assets - -N -
investment propertiss . -8 -8
Long-term receivables 187 - 187
Inventories 163 -7 456
Accounts receivable 13 -2 11
Prepai¢t expenses and accrued income 20 -4 16
Long-term receivables - -69 -63
Provisions for pensions 141 141
Other provisions 695 - §95
Accrued expenses and deferred
income 90 -1 89
Tax allocation reserves . -6 -6
Other 136 -1 125
Tax loss carryforwards 564 - 564
Tax assets/lizbilities 2,054 -1,763 191
Set-off 1,735 1,735
Tax assets /liabilities, net 319 -18 191

NOTES

HOTRS

Parent Company

Daferred tax Deforred tax Met

asieny liablilties

SEN m, 12312006 12-31-2004
Tangible foed assets - -255 -155
Financial fixed assets 1 - 1
Inventories 58 - 58
Accounts receivable 4 - 4
Prepaid expenses and accrued income 18 - 18
Prowvisions for pensions 113 - 118
Other provisions 411 - 411
Accrued expensas and deferred
income 143 - 143
Other 39 - k)
Tax assets/liabilities 791 -255 537
Set-aff ' -255 255 -
Tax uutslliabilities.'n_et 537 - 537
Parent Company

Deferred tax Daferrad tax Nat

avzats Nabilities

SEK m, 12:11-2008  12.31-2005
Tangible fixed assets 2 -182 -180
Financial fixed assets 1 - 1
Agcounts receivable 3 - 3
Prepaid expenses and accrued income 21 - 1
Provisions for pensions 11 - M
Other provisions 519 - 519
Accrued expenses and deferred
income 20 - 20
Other 56 - 56
Tax loss carryforwards 12 - 12
Tax assets/liabilities 745 -182 562
Set-off -182 182
Tax assets/llabillties, nat 563 - 563

Tax deficits in foreign subsidiaries for which tax assets have not been recagnized
through praofit or loss or in the balance sheet amount to SEK 110 m.

Deferred tax assets have not been recognized on these items since it s
uncertain whethar the Group will utilize them against future taxable gains.

Maturity dates of reported deferred tax assets

Group Parent
SEK m. Compary
Deferred tax assets recovered within one
year 70 -
Deferred tax assets recovered after one year 2,148 792




Maturity daces of reported deferred tax labilicles

Group Parent
SEK m. Company
Deferred tax iiabilities due for payment
within one year 160 4
Deferred tax liabifities due for payment after
one year 2485 251

Tax oss carryforwards outside Sweden mature during the years 2018 to
2024,

Change in deferrad tax In tamporary differences and tax iosy carrytorwards

Group

Opaning Roported RAeported Acqubitiond  Closing

balance inincoma  in share- divestment  balance

Jan, 1, statement  heldery’ ofoperss  Dec. 31,

SEK m. 2004 equicy dom 004
Intangibte fixed assets -405 -3z - 799 1138
Tangible fixed assets -380 -59 - -24 -463
Lease assets ' -795 198 53 - 544
Biclogical assets - -5 - - 236
Investment properties -8 5 - - -3
Long-term receivables 187 -1 - B 176
Inventories 156 13 12 40 N
Accounts receivable 1 -1 - - 10
Prepaid expenses and
accrued income 16 -4 - 1 13
Long-term liabilities -69 13 - - 36
Provisions for pensions 141 22 - - 163
Other provisions 695 -44 - 13 684
Tax allocation reserves -6 -4 - - -7
Accrued expenses and
deferred income 89 43 . - 132
Other 126 7% 5 43 167
Utllization of tax loss
carrylorwards 564 -279 - 47 332
Fotal pii| -43 7O =745 427

74

Opaning Reportad feported Acqulsitiond Closing
batanca inincome in share- divestment  balanca
Jan. 1, statement helders’  of opara- Dec. M,
SEK m, 2008 aguity tons 2005
Intangible fixed assets -318 -87 - - -405
Tangible fixed assets -229 -151 - - -380
Lease assets -1.048 348 -95 -795
Biolagical assets -30 -1 - -3
Investment properties -7 B B
Long-term receivables m .24 187
Inventories 2656 -84 -26 156
Accounts receivable 13 -2 "
Prepaid expenses and
accrued income - 16 - - 16
Lang-term liabilities - -69 - - -59
Provisions for pensions 16% -28 - - 141
Other provisions 489 186 - 0 695
Tax allocation reserves -1 S - - 4
Accrued expenses and
deferred income - a7 1 i)
Other 39 81 6 126
Utilization of tax loss
carryforwards 1,081 -525 B 564
Total 625 -119 -105 20 91
Changes reported directly in shareholders’ equity 250 include exchange rate
differences.
Parent Company
Opaning Reportad Reported Cloing
balance in income  In thare- balance
Jan. 1, 2006 statemant  holdery' Dec. 11,
SEK m. aqulty 1008
Tangible fixed assats -180 -6 -89 -255
Financial fixed assets 1 - - 1
Inventories 58 - 58
Accounts receivable 3 1 - 4
Prepaid expenses and accrued
income 21 -] - 18
Provisions for pensions ™ 7 B 118
Other provisions 457 -46 - 411
Accrued expenses and deferred
income 82 61 143
Other 56 A7 £y
Utilization of tax loss
carryforwards 12 -12 -
Total 563 43 -69 537



Opening Reported Raported Closing
balance Inlncoma  Inshare-  balance
Jan.1,7005 statement  hoidery’ Dec. 34,
SEK m, nquity 1008
Tangible fixed assets -126 A -56 -180
Financial fixed assats - 1 1
Accounts receivable - 3 3
Prepaid expenses and accrued
income 23 -2 u
Provisions for pensions 122 -1 111
Qther provisions 441 78 - $19
Accrued expenses and deferred
income - 20 - 20
Other - 56 - 56
Utilization of tax loss
carryforwards 243 =23 - 12
Total m -84 -56 563

NOTE 15- AR

INTANGIBLE FIXED ASSETS

Group Parent Company
SEK m. 11-31-2004 11-31-2095  12.31-1006 11.31-2005
Goodwill 3,294 1777 - -
Capitalized development
costs 3561 1.408 - -
Other intangible assets gL 37 63 28
Total 7921 3222 63 e}
Goodwill

Group Parent Campany

SEK m, 1006 2008 2004 1008
Accumulated acquisition valua
Opening balance, fanuary 1 2328 1477 -
Acquired through business
acquisitions 1.570 152 -
Disposals and reclassifications - <11 -
Translation differences -38 10 -
Closing balance, December 31 3860 2328 - -
Accumulated amortization and
impalrments
Opening balance, January 1 -551 -559
Impairments for the year -15
Disposals and reclassifications 9
Translation differences -1 -
Closing balance, December 31 566 -551 - -
Reported value, Decemnber 31 3,294 1,777 . .

Capitalizad developmant casts

NOTES

NoTES,

Group Parent Company
SEK m. 1004 2005 1004 2008
Accumulated acquisition valus
Opening balance, January 1 1.634 1,212 - -
Acquired through business
acquisitions 2086 130 - -
Internally developed assets 463 92 - -
Disposals and reclassifications -13 -8 -
Adjustment to undetermined
purchase price -84 -
Translation differences -37 7
Closing balance, December 31 4047 1,634 - -
Accumulated amortization and
impairments
QOpening balance, January 1 -226 -85
Amortization for the year -204 -107 -
Impairments for the year -83 - - -
Acquired through business
acquisitions - -53 - -
Disposals and reclassifications 13
Translation differences 14 -1 - -
Closing balance, December 31 -486 -226 - -
ﬁeportad value, December 31 3,561 1,408 - -
Other intangible 253ty

Group Parent Company |*
SEK m. 2004 2008 2004 2008
Accumuiatad acqulisition valua
Opening balance, January 1 480 437 275 -
Acquired through business
acquisitions 957 43 . 275
Internzlly developed assets 13 1 65
Lisposals and reclassifications <16 -1 . .
Translation differences -9 - - -
Closing balance, December 31 1.478 480 340 175
Accumulated amortization and
Impairments
Cipening balance, January 1 -443 381 247 -
Amortization for the year -92 -33 -30 27
Acquired through business
acquisitions - <30 - -220
Disposals and reclassifications 16 1 - -
Transiation differences 7 - - -
Closing batance, December 31 -512 -443 -177 -247
Reported value, Dacember 31 946 37 43 18
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Armortization Iy included In the
following lines in incorne statemant

Group Parent Company
SEK m. 1006 2008 20046 1005
Cost of goods sold 92 EE| 30 27
Rasearch and development costs 204 107 . -
Impairments are included in the
following [Ines in incorne statement

Group Parent Company
SEK m, 1008 2005 1004 1005
Marketing expenses 15 - - -
Resaarch and develapment costs K] - - -

Duevelopment costs

Amortization of capitalized development costs is based on the asset’s use over
an estimated production volume, The production volume is set using an assumed
future sales volume according to a business plan based on identified business
opportunities. The significant items in the total capitalization are development
costs for radar and sensors, electronic warfare systerms, the export version of
Gripen and the anti-ship missile RBS 15 Mk3.

Deveiopment costs are capitalized only in the consolidated accounts. In lagal
units, on the other hand, all costs for dev slopment work are expensed, which
means that the Parent Company does net report any capitalized costs for
development waork.

Other intangible fixad asyets

Amgrtization is recognized through prof't or loss over the estimated periods of
use for intangible fixed assets, which amcunts to 5 to 10 years. Significant items
in the carrying amount are attributable s the acquisition of Ercsson Microwave
Systems and relate t0 expenses incurred for customer relatiens and values in the
order backlog. Of the carrying amount of SEX 966 m., SEX 899 m. is attributable
to acquired values and SEK 67 m. is imternally developed assets.

Impairment teses for gosdwill
Goodwill atiributable to cash-generating units is tested for impairmens 2nnually
or when there is 2n indication of an impairment loss. Goodwill is not amartized,
t connection with business cormbinations, goodwilt is allocated to the cash-ge-
nerating units that are expected ta ebtain future economic benefits in the form,
for axample, of synergies as a result of the acquired operation, In cases where
separate cash-generating units cannot be identified, goodwill is allocated to the
lowest ievel at which the operation and ts assets are controlled and managed
intermally. as a nue by business unit
The following cash-generating units have significant reported goodwil values
in relation to the Group's total recognized  goodwill value. Impairment tasting on
goodwill has been done for every cash-generating unit.

SEKm. 2004 2005
Saab Microwave Systems 1,460 -
Saab Bofors Dynamics 487 487
Saab Avitronics 3167 156
Sazb Systerns 369 323
Saab Aerotech 225 125
Sazb Communication 127 127
Combitech 17 "y
Saab Grintek 59 109
Tertal 125 1,744
Units without significant goodwill values, aggregate 43 33
Total Goodwill 3,194 1,777

Impairment testing for cash-generating units is based on the calcutation of value
in use. This value is based on discoured cash fllow forecasts according 10 the
units’ business plans,

Varlables used to calculate value in use

Volume/growth

Growth in the cash-generating units' business plans is based on Saab's expecta-
tions with regard 10 the market’s development in each market area. The first five
years are based on the five-year usiness plan formulated by Group Manage-
ment and approved by the Board. For cash flows in and after five years, an anaua!
growth rate of 2 percent is assumed.

Operating margin

The operating rmargin is comprised of the units' operating income after depre-
ciation and amortization. The units’ operating margin is calculated against the
backdrop of historical resutts and Saab'’s expectations with regard to the future
development of markets where the units are active. The business units Saab
Bofors Dynamics, Saab Microwave Systems and Saab Avitronics have a substantial
order backlog of projects that stretch over a number of years. The risks and
opportunities affecting the aperating margin are managed through continuous
final cost forecasts for all significant programs.

Caplrallzed developrient costs

In the frve-year business plans, consideration is given to additional investments
in development considerad necessary for ¢certain units to reach their growth
targets in their mespective markets

Discount rata

The discount rate is based on the weighted average cost of capital (WACC).
The WACC rate that is used is based on a risk-free rate of interest in five years
adjusted for operational and market risks. The discount rate is in line with the
external requirements placed on Saab and similar companies in the market,

All units have sales of materiel, unique systems, products and support solu-
tions in the international market as their primary activity, and their business risk
in this respect is considered equivalent However, units with a significant share
of the business plan’s invoicing in the order bacdog have been discounted at an
interest rate that is slightly lower than the units with a short order backlog. Cash
flows for the business unit Saab Grintek has been discounted at a higher interest
rate due to higher rates in South Africa. The following discount rates have been
used {after tax):

Discount rate af+ Long.term growth
tar tax (WACC) rate
{including inflation)

5aab Microwave Systems 8% 2%
Saab Bofors Dynamics B% %
Saab Avitronics 8% %
Saab Systems 8% 2%
Saab Aerotech 10% 2%
Saab Communication 10% %
Combitech 10% 1%
Saab Grintek 12% %

Senutivity analysis
Group Managerment is of the apinion that feasible changes in the above variables
would not reduce the recoverable value to less than the carrying amaunt.



NGTE 17 N T
TANGIBLE FIXED ASSETS

Group Parent Company
SEK m. 12-31-1006 12.31-10038 12.31-2004 11-31-2008
Operating properties/
buildings and land" 3.013 3.204 1,602 1,194
Property, ptant and
equipment 646 592 453 288
Equipment. teols and
installations 518 363 174 163
Construction in progress i18 49 80 27
Total X 4,295 4,208 2309 1.672

% o the Group. the reported amount refers to opiraing propertes. in the Parent Company, the
reported ameunt refers to buildings and and.

Operating propartiesfbuildings and land®

Group Parent Company
SEK m. 1004 1008 20046 2008
Acquisition value
Opening balance, fanuary 1 6,455 6,271 1330 1319
Acquired through business
acquisitions . 166 434 -
Other acquisitions 68 47 1 1
Reclassification to non-cur-
rant assets held for sale -122 . . .
Other reclassifications .63 - . N
Sales -189 -43 -8 -
Translation differences -6 14 . -

Closing balance, DF:Hnber 3" 6003 6455 1778 1,330

Depreclation and
impairments

Opening balance, January 1 -3.2581 3,136 7196 752
Depreciation for the year -113 -118 -57 -44
Acquired through business

acquisitions - A 2238 -
Reclassification 10 non-cur-

rent assets held for sale 128 - . -
Other reclassifications 58 . . .
Sales 187 5 5 -
Tranglation differences 1 -1 . -
Closing balance, December 31 -2,990 -3.251 -1.083 -796
Revaluations

Opening balance. January 1 - . 660 459
Revaluations for the year - . 247 201
Closing balance, Decermnber 31 - - 907 550

Reported value,
December 31 3,013 3,104 1,602 1,194

2 In the Group, the reported amount refers to op-rating propertes. ln the Parent Company, the
reported amount refers to buldings and land.

NOTES

Tax assessmant values

Group Parent Company

SEK m, 12-311-2006  12-11-100% 12-31.2006  12-31-1005
Tax assessment value,
buildirgs (in Sweden) 544 986 517 507
Tax assessment vatue, fand
{in Sweden) 416 480 203 194
Property, plant and aguipment

Group Parent Company
SEK m. 1006 1005 1006 1008
Acquisition valus
Opening balance, [anuary 1 2,344 2,375 1,010 887
Acquired through business
acquisitions e 77 556 151
Cther acquisitions 178 IRl 132 35
Reclassification to non-cur-
rent assets held for sale -4 -95 -
Other reclassifications -53 8 -75 -
Sales -166 <152 -87 -53
Tramslation differences -37 20 -

Closing batance, December 31 2470 2,344 1538 1010

Depreclation and

Irpaiements

Qpening balance. Janvary 1 -1,752 -1.743 72 -623
Depreciation for the year -135 -148 -79 -54
Impairments for the year -7 -

Acquired through business

aCqQuisiions -164 -47 416 -3
Reclassification to nan-cur-

rent assets held for sale - 73 - -
Cther reclassifications 50 -7 56 1
Sales 156 138 78 57
Translation differences 23 -1 - -
Closing balance, December 31 ‘-1.824 -1,752 -1.083 722
Reported vi;iua.

Deacember 31 846 592 453 288

|
|
|
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Equlpment, tools and Instaliations

Group Parent Company
SEX m, 1008 1005 1006 1008
Acguisition value
Opening balance, January 1 1637 1,597 706 610
Acquired through business
acquisitions 679 123 22 147
Other acquisitions 12 109 52 1
Other reclassifications &8 6 75 1
Sales -100 -210 54 -85
Translation differences -34 12 - -
Closing balance, Decernber 31 2,262 1637 BOY 706
Depreciation and
impairments
Cpening balance, January 1 1,274 -1,253 -543 -448
Deprediation for the year 129 114 -54 57
Impairments for the year | -2 - -
Acquired through business
acquisitions . -506 -88 -2 -116
Other reclassifications -50 -6 -56 -1
Sales 95 196 48 79
Translation differences 23 -7 -
C%osirjg balance, December 31 -1,844 -1.274 627 -543
Reported value,
December 31 - 518 153 174 161

Impairments
Impairments in the Group amounted te SEK 3 m. for machinery and equip-
ment that is no longer used,

Construction in progress

Group Parent Company
SEK m. 2004 005 1006 2008
Acquisition value
Opening balance, lanuary 1 49 i) 7 2
Acquired through business
acquisitions 10 - & 1
Other acquisitions 75 24 52 25
Other reclassifications -1C -3 -] K|
Sales - - - -
Reported value,
December 31 118 49 80 7

Colizceral

On December 31, 2006, property with a reported value of SEK 295 m. (295}
was pledged as collateral for bank loans.

LEASE ASSETS AND LEASES

As the former manufacturer of the regional aircraft Saab 340 and Sazb 2000,
Saab has a great interest in ensuring that these zirczaft are utilized in the best
way possible. Over 500 aircraft have been delivered and 163 are indluded in
Saab's leaging fleet. Opening and dosing leasing operations {and spares for these
aircraft types) are carried out by wholly owned Group companies and one
special purpose entity (SPE). Leasing operations are carried out in the global
market, with an emphasis on North American and European customers. The
terms of both finance and operating leases conform to customary terms in the
international aircraft feasing market, which may entail the right 1o early termina-
tion, purchases and extensions, as well 25 security, geographical and tax-related
limitations on the alfocation of the aircraft in question. The operations are carried
out in USD.

Laase assets are depraciated on a straight-line basis over 20-25 years. The
result from leasing operations including depreciation is repcrted in the income
statement on the lines cther operating expenses and other operating income,

Leasing aircraft obtained for leasing purposes
SEK m. 1006 2008

Accumulated acquisition value

Opening balance, January 1 7.955 9.520
Purchases 1 30
Salas -1,658 -1,668
Reclassifications -150 -349
Translation differences -722 422
Closing balance, December 31 5.38A6 7955
Accumuylated depreciation

Opening balance, January 1 -3,438 -3.86%
Sales 875 920
Reclassifications 140 74
Depreciation for the year -282 -419
Transtation differences 131 -144
Clasing balance, Oecember 31 -2574 -3438
Accumulated [mpalrments

Opening balance, January 1 -440 -1,280
Sales and revaiuations 41 842
Translation differences 4 -2
Closing balance, December 31 -395 -440
Reported value, December 31 1,417 4,077



P

Of the leasing aircraft held for leasing purposes, according to the table
abave, a portion are held through finan e leases; see table below.

Leasing aircraft obeained via finance lenses
SEK m. 1004 1008

Accumulated acquisition value

Opening balance, January 1 1,238 1,249
Terminated finance leases -450 -119
Sales and revaluations -98 108
Closing balance, December 31 590 1,238
Accumulated depreciation

Opening balance. January 1 -600 -609
Terminated finance leases 294 73
Depreciation for the year -50 -64
Closing balance, December 31 -356 -600
Reported value, Dacember 31 334 638

The ‘easing fleet is periodically valuated in terms of the present value of the
future payments it is expected to generat2.The inflow is represented by pro-
jected receipts from customers and insurers. Disbursements consist of fees for
technical, legal and admenistrative activities girectly refated to management of the
fleet. For aircraft leased by Saab, lease payments account for a significant share of
the valuation.

Insurance protection limits 5aab’s risk. Jowever. the intemal distribution bet-
ween expected receipts from customers and those from insurers will be affected
in each instance by current projections.

Leasing feas for aircraft obtained via flnance leasas and leased out via
oparating leases

NOMINAL AMOQUNT PRESENT VALUE

Paymenti Paymants  Paymants  Paymants

to lastors from  tolessors from
SEK m. airlinay® airiines®
Qutcome
2005 138 9] - -
2006 18 59 - -
Contracted
2007 75 18 73 15
2008 &0 16 56 "
2009 51 9 45 3
2010 3 9 19 &
2011 - - - .
2012 and forward - - . -
Total, contracted 209 52 193 38

Saab is not the lessor in finance leases.

NOTES

Laasing fees for aircraft obtained/leased via operating leases

B. P
Fay rxf Fay

to lessors from from
SEK m. airfinas ¥ airlilnes ©
Qutcoma
005 4 324 592
2006 422 78 254
Contracted
2007 345 208 216
2008 310 146 187
2009 257 87 150
2010 252 51 119
20M 252 52 51
1012 and forward 599 94 2
Total, contracted 2015 638 725

" Receipts from sirlines for aireraft held and leased out via operaung leases. Cutcomes fer 2006 and
tontracted values in or after 2007 are affected by renegotiation with the 2 carrier NWA, which
Tus Flwd for Chapter 11 bankupicy

B Receipts from airlines {or owned aircraft leased out via operatng leases.

Leasing feas for other assets obtained via operating leases

Other leasing fees refer 10 premises, computers and automobiles.

Group

Pretrilses and  Machinary and
SEK m. buitdingy wquipmant
CQutcoma
2005 I a1
2006 137 114
Contraciad
2007 16% 1M
2008 156 100
2009 154 94
W10 150 1
201 . 142 91
2012 and forward 196
Total, contracted 1.067 487

.
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Parent Company

Pramises and Machinery and
SEK m. bulldings equipmant
Qutcome
005 1 &0
2006 103 109
Contracted
007 1 107
2008 LEX 98
2009 131 93
2010 REY N
201 AE 91
2012 and forward 56 -

Total, contracted 9N 480

BIOLOGICAL ASSETS

Group
SEKm, 004 1005

Living forests

Reparted value, January 1 17 213
Change in fair value less selling expensas 13 4
Reparted value, December 31 230 217
Cf which fixed assets 230 U7

On December 3%, 2006, the biological as;ets consisted of approximately
386,000 m of spruce, 580,000 m of pine and §2,000 m’ of hardwoog. During
the year approsdmately 24,000 m? of timher was felled, which had a fair value in
the Group, after deducting seling expenszs, of SEK 7 m. on the felling date.

The valuation of forests has been done with the help of independent aporais-
ers, The property has been valued accorting to the market comparison methad.
In the valyation, the emvirgrmental impact on the firing range has not been taken
into account. An adjustment for the enviranmentat impact has been made by
reducing fair value by an amoun? correspanding to the market value of the size
of the firing range (4,415 hectares) less the value of the timber.

NOTE 20. RN

INVESTMENT PROPERTIES

Informadion on fair value of investment. properties in tha Group
In the Group, invesiment properties are reported according to the fair value
method.

Group

SEK m. 1004 100§
Reparted value, january 1 62 59
Investments in properties 4 4
Unrealized change in value - -1
Reported value, December 31 (1] 62

In 2005 and 2006, no investment propersies were added or removed.
Investment properties are recognized in the balance sheet at fair value and
changes in the value of these properties ire recognized in the income statementg

see also Note 1,

Investment properties comprise a number of rental properties leased to outside
tenants. Leases on offices and production space in Karlskoga initially are signed
for a perind of 2-5 years. Prior to expiration, renegatiations are held with the
tenant on the rent level and other terms of the agreement, provided the lease
has not been terminated,

Fair values have been detarmined by analyzing rental income and experses
for each property, thereby producing a net rental income figure. Net rental
income has been served as the basis of a valuation of fair value with a yiekd of
13 percent.

Group
SEK m, 2008 005

Effect on net income/net rental income

Renzal income 15 15
Direct costs for investment properties that

generated rental income during the period -6 -7
Effect on net income /net rental income 9 ]

Information on fair value of Investment properties in Parent Company

In the Parent Company, investment properties are recognized according to the
acquisition ¢ost mathod. Investment properties in the Parent Compary are
ieased cut to other companies in the Group and are therefore classified as
operating properties in the Group,

Parent Company
SEKm. 2004 1005

Accumulated falr valua

Opening fair value, January 1 152 150
Closing fair value, December 31 170 152
Parent Company

SEK m. 2004 2005

Effect on nac income /nat rental income

Renzal income 23 18
Direct costs for investment properties that

generated rental income during the period -23 -18
Effect on net income for the year . .

Information on reported value of investmant
proparties in Parent Company

Parent Comparny
SEK m. 1004 1008

Accumulated acquisition value

Opening balance, January 1 112 112
Reclassifications 9 .
Closing ba'ance, December 31 1 112

Accumulated depreciation according to plan

Opening balance, January 1 -59 -57
Depreciation according to plan for the year -2 -2
Closing talance, December 31 -61 -39



Accumulated reavaluations

Opening balance, Janvary 1 &4 -
Revaluations for the year - 66
Depreciation according to plaa for the year on

revaluated amount .2 2
Closing balance, December 31 62 &4
Reported valus, Dacember 31 122 17

Tax assassment value

Group Parent Company
SEK m. 12-19-2006  11-39-1605  13-31-1604 11-19.1005
Tax assessment value of
buildings 3 37 41 41
Tax assessment vatue of
land 7 3 -

NOTE 11 N
SHARES IN ASSOC|ATED COMPANIES CONSOLIDATED
ACCORDING TO EQUITY METHOD

Group

SEK m. 1008 1005
Reparted value, January 1 316 540
Acquisition of 2ssociated companies - 17
Sale of associated companies - -146
Share in associated companies’ income' -6 45
Reclassifications -26 -84
Translation differences and internal gains -1 42
Dividends -3 -i8
QOther changes in associated companies'

shareholders” equity - 20
Reported valus, December 31 170 3

" Share in associated companies income after tax and minority interest.

Results from Eurenco Group and Wah MNobel (Pvt) Ltd, are recogrized as finan-
cial income and expenses through profit or loss, Other associated companies are
held for operating purposes, i.e., they are related to operations of the business
units and are therefore recognized in operating income.

Shares in associated companies as of December 31, 2006 include goadwill of
SEK 0 m. ().

NOTES

The Group's share of sales. income, assets, shareholders' equity and lizbilities are
as follows:

11-31-2008
SEK m, Country Revenue Income

Associated companies

A2 Acoustics AB Sweden 7 2
Booforsen Fastighets AB Sweden 28 3
Caran Saab Engineering AB Sweden 71 8
Cybersim (Pty) Ltd South Africa 23 0
Eurenco Group France 227 -30
Hawker Pacific Airservices Ltd Australia 445 3
Industrikompetens | Ostergitland AB Sweden 25 3
Omnigo (Pty} Ltd South Africa 38 1
$&rman Halding AB Sweden 52 2
Wah Nobel (Pvt) Lid Pakistan n 2
Total : 936 s
12-31-2008

SEKm. Cauntry Revenua Income
Assoclated companies

Al Acoustics AB Sweden 4 Q
Boofarsen Fastighets AB Sweden 49 1
Caran Saab Engineering AB Sweden 40 6
Cybersim (Pty} Ltd South Africa 1 -1
Eurenco Group france 189 -24
Hawker Pacific Ajrservices Ltd Australia 373 g
lndustrkorapetens | OstergStiand AB Sweden 18

Nammo A/S ¥ Norway 524 55
Omnige {Pty) Ltd South Africa 16 1
Saab Grintek (Pty) Lt¢ South Africa 136

Saab Grintek Defence {Pty) Lid South Africa 101 -13
Sorman Holding AB Sweden 49

Wah Nobel (Pvt) Ltd Pakistan 20 3
Total 1,520 45

'} The companies are consolidated Group companies as of June, 2005
© The company was sold on December 31, 2005,
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NOTES

12-31-1004 Assety Sharehold- Liabillties Ownership NOTE 212 . I -
SEK m. ers’ equity interest. X SHARES IN JOINT YENTURES CONSOLIDATED ACCORDING
Associated companies TC PROPORTIONAL METHOD
A2 Acoustics AB . 3 1 40.0 The anup has 2 50% holding in the joint venture Cj:ripen Imernanonal whose
. “ principal activity is to offer market and provide services for aircraft, military
Booforsen Fastighets AB - . - 50.0 materiel and related equipment. The remaining holding that the Group has in
Caran Saab Enginesring AB 3 i6 15 50.0 joint ventures & insignificant.
Cybersim (Pty) Ltd & 3 5 250 The Group's financial reports include the following items that consttute the
Eurenco Group 270 58 211 199 Group's ownership interest in the joint venture's assets and fiabilities.
Hawker Pacific Airservices Lid 7a 142 130 4%.0 Gripen International
Industrikarmnpetens i SEK m, 1004 008
Ostergdtland A3 13 7 5 330 Foed
Omnigo (Pty) Ltd 1e 7 7 400 C‘ assets H 2
S&rman Holding AR i 1% 13 253 urrent assets 2,080 599
Wah Nobel {Pv1) Ltd 2 15 11 272 Tatal assets 210 601
Total 76Y 270 499 Current liabilities 1,832 459
Total liabilities 1,832 459
% Recognized 25 a non-current asset held for e,
Met assets 16% 142
12-31-2005 Assety Sharehold-  Liabilities Ownership ’
SEK m. . ers’ squity Interase, X
A NOTE 13 ’ -
ssociated companies
PARENT COMPANY'S SHARES IN ASSOCIATED COMPANIES
Al Acoustics AB 3 1 1 40.0 AND JOINT VENTURES
Booforsen Fastighets AB 94 23 75 5.0
c Saab Ene ‘ 8 20 . Parent Compary
aran Saab Engineering A 10 0 50.0 SEK m. 1608 1008
Cybersim {Pty) Ltd b 5 1 25.0
Elactrodynamics Frontline Accumulated acguisition vatue
Software {Pty) Ltd d 1 0 25.0 Opening batance, [anuary 1 252 340
Eurence Group 224 N 134 19.9 Acquisitions 16 2
Hawker Pacific Airservices Ltd 325 137 188 49.0 Sales - 56
Industrikompetens i Reclassifications - BN
Ostergbittand AB 8 4 4 330 Share of net income for the year 124 67
Omnigo (Pty) Ltd r n 0 400 Closing balance, December 31 392 252
Sérman Helding AR ¥ 17 14 253
Wah Nobel (Pvt) Ltd 32 16 16 272 Reported Vall.!ﬂ, December 31 392 52
Total 764 316 453
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NOTZS

Specification of Parent Company's {co-owner's} directly owned hoidings of
shares in associated companies and joirt ventures,

NOTE 14- : D

RECEIVABLES FROM GROUP COMPANIES, ASSOCIATED

Tefvormand  Feporied COMPANIES AND JOINT VENTURES
SEK m, 2006 2008 Parent Company Receivables from  Receivables from
B . Group companies [oint ventures
A!lﬂﬂitedl companies ) SEK m. 1006 2008 1008 2008
A2 Acoustics AB, 556052-5601, Linkaping 400
Caran Saab Engineering AB, 556615-7¢81, Accumulated acquisition value
Link&ping 50.0 1 Opening balance, January 1 186 188 14 -
Hawker Pacific Airservices Lid, Australia 490 8 Acquisitions 163 4 1 14
Industrikempetens | Ostergdtiand AB, Sates -48 -4 - -
556060-3478. Linkaping 330 2 Closing balance, December 31 30t 186 15 14
Eurenco 5A, France 1%.9 86
Sérmans Holding AB, 556221-2034. V.45 153 [
SMM Medical AB, 554123-6414, Linkéging 463 8 NOTE 15 - ‘ ‘ -
Joint ventures FINANCIAL INVESTMENTS
Gripen International KB, 269679-8211, Group
Linkdping 0.0 165 SEK m. 12312006 12-31.2005
Gripen Venture Capital AB, 556298-66129,
Linkaping 50.0 12 Financlal investmencs heid as fixed assets
SAAB-BAE SYSTEMS Gripen AB, Financial investrents at fair value through profit or loss:
556527-67121, Linkéiping 50.0 - Shares and participations 95 91
5aab Ericsson NBD Innovation AB, Irvestments heid to maturity:
556628-6406, Linkaping £0.0 Interest-bearing securities 27 7
Industrigruppen JAS AB, 556147-591), Total 122 129
Stockholm 60.0 1
Totat 39z Short-term investmants held a1 current assets
Financial assets at fair value through profit or loss
Xofvotesand  Reported Interest-bearing securities - 4,624
capital value
SEK m. 2008 2005 Toual - 4624
A”“i“ed_ companfes . i Investments are valued at fair value. The net ehange in value during the year
A2 Acoustics AB, 556052-5601, Linkbeing 400 amcunted to SEK -5 m. (-34). Certain financial investments are a part of the
Caran Saab Engineering AB, 556615-7581, commitments from the sale of Gripen on export, and impairments are included
Linkdping 50.0 2 in the export contract’s production cost
Hawker Pacific Adrservices Ltd, Australia 49.0 8
Industrikompetens i Ostergstland AB,
556060-5478, Linkaping 130 2 NOTE 16 - - :
Eurenco SA. France 199 86 OTHER LONG-TERM SECURITIES HOLDINGS
Joint ventures Parent Company
Gripen International KB, 965679-8231, SEN m, 2004 20058
Link&ping 50.0 142
Gripen Venture Capital AB, 5562986619, Accumulated acquisition valus
Linkdiping 500 1 Opening balance, January 3 68 147
SAAB-BAE SYSTEMS Gripen AB, Acquisitions J 7
556527-6721, Linkdping 50.0 - Sales -1 -
Saab Ericsson MBD Innovation A8, Reclassifications . 66
556628-6406, Linksping 50.0 - Closing balance. December 31 76 68
Total 252
Accumulated impalrments
Opening balance, January 1 -16 -16
Impairments for the year -1 -
Closing balance, December 31 -17 <16
Repaorted value, December 31 59 51

83




NOTES

B4

LONG-TERM RECEIVABLES AMD OTHER RECEIVABLES

Group
SEK m., 12-31-2006  12-34-2005

Long-term receivables held as fixed as.ots

Reczivables from associated companies 70 69
Receivables fram joint ventures, interest-bearing 7 7
Other interest-bearing receivables 474 445
Other non-interest-bearing receivables 440 569
Total 991 ©1.09C

interest-bearing receivables primarily refer to receivables from asset sales.
Non-interest-bearing receivables prirmarils consist of deposits from Saab Aircraft
Leasing.

Group
SEK m. 12-31-2004  12-31-2005

Other receivables held as current assa's

Receivables from associated companies 15 349
Receivables from jaint ventures 4,142 61
Advance payments to suppliers 195 238
Other interest-bearing receivables 70 162
Other non-interest-bearing receivables 730 569
Subtotal ) ’ 2,852 1,379
Receivables from customers

Assignment revenue 4724 3552
Less utilized advance payments -2.523 -2,753
Subtotal . . 2,201 1,199
Total ) ' 5.053 1,578

Assignment revenue refers to assignment costs incurred plus reported gross
incorme less any losses attributable to the work perforrmed. Unutilized advance
payments amcunt 1o SEK 3,642 m. (3.523),

Costs attributable to assignment revenue amounted to SEK 4,059 m, (3.336).
Reported gross income amounted to SEK 665 m. {616}

Parent Company
SEX m, 12.31.2006  12-31-200%

Other long-term receivables
Crther interest-bearing receivables 63 71

Total _ ) 7

Parent Company

SEN m. 12-31-2006  12-31.2008

Other receivables held as current assets

Other interest-bearing receivables 1 1"
Other non-interest-bearing receivables 463 485
Total ) 474 496
Receivables from customers

Assignment revenue 2,509 2820
Less utilized advance payments -1,501 -
Subtotal _ 1,008 549
Total 1,481 1,045

Assignrment revenue refers to assignment costs incurred plus reported
gross income less any losses attributable to the work performed. Unutilized
advance payments zamount to $EK 2,152 m. (2.908).

Costs attributable 1o assignment revenue amounted to SEK 2,286 m. (1.381).
Reparted gross incame amounted ta SEK 223 m. (439}

Parent Company
SEK m. 1004 1008

Long-term receivables
Accumulated acquisition value

Opening balance, January 1 72 70
Additional receivables - 2
Deductible receivables -9 -
Closing balance, December 31~ 63 72l

INVENTQRIES

Group

SEK m. 17:31-2004  $2-31-2005
Raw materials and consumables 2,335 1.62%
Wark in progress 3.909 3742
Finished goods and goods for resals 720 859
Less utilized advances from customers -2.007 -2,268
Tatal 4957 3962

" Expenses incurred on contracts with a legal right of set-off,

Saab has reached agreement with the National Debt Office to co-finance Saab’s
participation in the Airbus 380 project The co-firancing is in the form of a
royalty loan maximized at $EX 350 m. Rapayrrent will take the form of & royalty
on each delivery to Airbus. Through 2006 the Naticnal Debt Cffice paid out
SEK 253 m. {232}, which reduces irverttary in the financial statemments.

Cost of goeds scld for the Group includes inventory impairments
of SEK 232 m, {174).The reversal of previous impairments amounts to
SEK 47 m. (173). Of inventories, SEX 1,153 m.is expected to be realized more
than 12 months after the closing day.



Parent Company

SEK m, 12-31-7006  12-11-200§
Raw materials and consumables 1,278 686
Work in progress 2992 291
Finished goods and goods for resale 485 373
Advance payments to suppliers 1,205 558
Less utilized advances from customers » -1.947 -2,295
Total 4,010 1213

"' Expensas incurred on contracts with a legal nght of set.off.

Cost of goods soid for the Parent Compeny includes inventory impairments of
SEX 138 m. {34) after the reversal of presious impairments of SEX 0 m. (28). The
value of inventories reported at net reafzzble value amounts to SEK 170 m. {155).
Of the Parent Company's inventories, SEX. 1,144 m. is expected to be realized
more than 12 months after the closing day.

NOTE 29 T

ACCOUNTS RECEIVABLE

Accounts receivable in the Group amount to SEK 3,324 m, (3.017). During the
year, impairment of accounts receivable amaunted to SEK 15 m. (17). Reversals
of previous impairments amounted to SE<5 m. (1),

Accounts receivable in the Parent Cornpany amount 1o SEX 1,055 m, (751).
During the year, impairment of accounts receivable amounted 1o SEK 15 m. (4},
Reversals of previous impairments amounited to SEK 5 m, (5).

NOTE30. -~ .| _ - . |

PREPAID EXPENSES AND ACCRUED INCOME

Group Parent Company
SEX m. 12-31-2006  12-11-2005 12342004 12-39-2005
Prepaid expenses 441 381 230 146
Accrued leasing fees
Saab Aircraft Leasing 32 86 - -
Other accrued income 179 1 100 65
Total 653 608 330 Fai!

NOTES

LIQUID ASSETS

Group

SEK m. 12.31.2004  13-1¢-1008
Cash ang bank balances

(incl. available overdraft facilities) 1,290 1,243
Deposits 103 a1
Short-term investments, equated with liquid assets . 250
Total according to balance sheet 1393 . 1,574
Immediately cancelable overdraft facilities

(less lizbility for overdraft facilities) -4 -17
Total according to statement of cash flows 1,389 1,557

Depasits refer to funds deposited on behalf of customers, Short-term imest-
ments of SEK O m. (250), have been classified as liquid assets because they have
an insignificant risk of fluctuating in valus, are easity corvertible to cash and have
a maturity of not more than three months from acquisition date.

The Group's unutilized credits amounted to SEK 361 m. (445) at year end.
With regard to the Group's cther loan facilities, refer to Note 36 and Mote 41.

NON.CURRENT ASSETS HELD FOR SALE

Non-current, assets heid for sale include a property. shares in an associated
company and assets and liabilities in a small unit. Sales are expected to begin in
early 2007,

Group

SEK m. 12-31-1006  13-31-100%

Assets classifiad as hald for sale

Intangible fixed assets - 3
Tangible fixed assets 98 22
Shares in associated companies 26 -
inventories 10 6
Accounts receivable . 37
Prepaid expenses and accrued income - 2
Total 134 65

Liabilitias classifiad as hald for szle

Advance payments from customers 3
Trade accounts payable [
Chher liabilities ]
Accrued expenses and deferred income 2 22

Total 2 37

NOTES




NOTES

SHAREHOLDERS EQUITY

Group Equity attributable to Parent Company's shareholders
CTHER CAMTAL CONTRIBUTIOMS. OTHER AESERVES
Capual Share  Statutory Net gain  Transiation  Retained ' Minonty Total
stock  premium reserve on tash reserve  &amings Towl interest h:l:t:::~
SEK m. reserve fiow hedges squity
Qpening balance, January 1, 2005 1,746 02 N - -1 5830 8,118 . 103 8,221
Effect of change in accounting principte . - - 104 - ~24 BD: - a0
Adjusted sharehoiders’ equity, January 1, 2005 1.746 202 kL] 104 -1 5.806 B198 103 8,301,
ltems reported directly in shareholders’ aquity:
Cash flow hedges:
Reported directly in shareholders ™ equity . - - -108 - B -108 . 108
Dissolved through income statement - - - 10 - - 10 - 10
Translation differences for the year . - - - 299 - 299 27 326
Other changes in shareholders’ equity:
Net income for the year - - - - - 1,189 1,189 10 1,199
Transactions with cwnérs:
Dividend - - - - - -409 -409 . 409 .
Acquisition and sale of operations - - - - - - - 174 174
Transfer from share premium reserve
to statutory reserve - 202 202 - - - - - -
Shareholders’ equity, closing balance,
December 31, 2005 1.746 - 543 6 298 6586 9,179 314 9,493,
Shareholders’ equity, opening balance, january 1, 2006 1,746 - 543 5 298 6,586 9,179 314 9,493
Items reported directly in shareholders’ equity:
Cash flow hedges:
Reported directly in shareholders’ eq ity - - - 72 - - 72 - T2
Dissolved through income statement - . . -6 - - 4 - -8
Translation differences for the year - - - - -306 - -108 -59 -145
Other changes in shareholders’ equity:

Net income for the year - . - - - 1,300 1.300 47 1,347
Transactions with owners: .
Dividend - B - - - -437 -437 -4 -441
Acquisition and sale of operations . - - - . - - 75 .75

Shareholders' equity, closing balance,
December 31, 2006 1,745 - 543 72 -8 7.449 9,802 123 10,025
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NOTES

Restricted equity Unrestricted equity )

Parent Company Capital stock  Shars premium Awvaluation ¥ Retained Nat | Totat share-

rasarve raserve esarve sarnings for tha year hakiers'
SEKm. equity
Opening balance, January 1, 1005 1,746 01 500 341 3766 4,555
tcems reported directly in
shareholders’ equity: )
Revaluation of fixed asset - - 130 - 15 - 145
Group contributions - - -458 . ~458
Tax attributable to Group centributions - - 128 - 128’
Other changes in shareholders' equity:
Net, income for the year from )
income statement - - - - 295 295
Dividend paid . - -409 . -409
Transfer from share premium reserve :
to statutory reserve - -202 02 - - -
Sharehaolders' equity, closing bafance,
December 31, 2005 1,746 - 630 543 3,042 295 4,254
Shareholders' equity, opening balance, .
january 1, 2006 1,746 - 630 543 3337 - 6,156
ttems reported directly in
shareholders’ squity:
Revaluation of fixed asset - 110 - 68 - 178
Group contributions - - -611 - _ St
Tax attributable to Group ¢ontributions - - . 17 - 171
Other changes in shareholders' aquity:
Net income for the year from '
the income staternent - - . - - 1020 1,020
Dividend paid - - - - -437 - -437
Shareholders’ equity. closing balance,
December 31, 2006 1,746 740 543 2.528 1020 5,577

The conditional repayment obligation for shareholders’ cantributions amounts to SEK 0 m. (Q).

The Parent Cormpany's share premium reserve was transferred as of Decamber 31, 2005 to the statutory reserve,

NOTR
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NOTES

The shares in the Parent Company 2re divided inte two series, A and B. Both
classes of shares carry equal rights, with <he excention that each Series A share
is entitled 10 ten votes and each share o Series B one vote. The shares’ nominal
value is SEK 16,

Number of thares a3

December 31, 2006 Numbar of thares % of shares % of votes
Series A 5.254,303 48% 336%
Seres B 103,896,044 95.2% 66.4%
Total 109,150,344 100% 100%

Mat gain or loss on cash flow hadges

The net gain or loss on cash flow hedge: comprises the effective share of the
cumulative net change in fair value of 1 cash flow hedging instrument attnbutable
to hedge transactions that have not yet taken place,

Translation reserve

The translation reserve comprises all exchange rate differences that arise from
the translation of financial reports from operations that have prepared their
reports in a currency other than the curiency that the Group's financial reports
are presented in. The Parent Company and the Group present their financial
reports in SEX ’

PARENT COMPANY

Rastricted rasarves

Restricted reserves may not be reduced through profit distribution.

Revolugtion reserve
When a tangible or financial fixed asset is revaluated, the revaluation amount is
afocated to 3 revaluation reserve,

Legal reserve

The allocation to the legal reserve has previously been at least 10 parcent of net
income for the year until the legal reserve amounts to 20 percent of the capital
stock in the Parent Company. Fram 200¢ the allocation is voulantary and no new
provisions are made to the statutory reserve.

Unrastricted squity

Retained sarnings:

Consists of last years unrestricted aquity after profit distribution and Group
contributions. Retained earnings together with net income for the year comprise
unrestricted equity, i.e., the amount available for distribution to the shareholders.

NoTE3s

EARNINGS PER SHARE

Earnings per share

2008 2005

Net income for the year attributable to Parent

Compary's shareholders {SEK m.) 1,300 1,189
Weighted average number of commaor shares

outstanding before and after dilution {theusands) 109150 109,150
Earnings per share (SEK) 1191 10.8%

INTEREST-BEARING LIARILITIES

Group
SEK m.

13-31-2006 11-31-200%

Long-term liabiliciss

Liabilities to credit institutions 535 567
Other interest-bearing liabilities 55 172
Total 590 739
Currant labilities

Liabilities to credit institutions &0 67
Liabilities to joint ventures 599 14
Chther interest-bearing liabilites 5 34
Total 1064 315
Total interest-bearing lizbilities 1,654 1,054

Tarms and repaymant schedules
Coltateral for bank Joans amounts to SEK 295 . (295) for the company’s land
and buildings (see Note 42). Of the long-term liabitities, SEK 583 m. (159) falis
due between one and five years of the closing day and SEK 7 m. (580} later than
five years of the closing day.

Liabilities 1o credit instititions primarily refer to financing for a property. For
more information on exposure to interest rate risk and the risk of
changes in exchange rates, efer 1o Note 41.

NOTE 36 T T

LIABILITIES TQ CREDIT INSTITUTIONS

Parent Company

SEK m. 12-31-2006 11-31.200%

Current liabilitles

Overdraft facilities: Available credit/limit 4,361 4,406
Short-term portion of bank loans:

Unutilized portion -4,356 -4,388
Utilized credit amount 5 18

Short-term borrowing - T
Total 5 18



NOTE 37 S
EMPLOYEE BEMEFITS

Saab has two types of pension plans: def ned-benefit and defined-contribution. In
defined-benefis plans, past-employment compensation is based on a percentage
of the recipient’s salary. In defined-gontrisution plans. pensions are based on the
premiums paid.

Group
SEK m. 1008 1005

‘Wholly or partially funded obilgations:

Present value of defined-benefit obligations 4,147 679
Fair vatue of assats under management. -1481 -80S
Net, whally or partially fundec obligations 666 -126
Present value of unfunded defined-ber efit abligations 302 3508
Present value of net cbligation 968 3382
Unreported actuarial gains (+) and losses(~) -556 -443
Met obligation employee benefits 412 293%

The nat amount is reported [n the fullowing balance sheet iterm

Provisions for pensions 412 2939

Tha nat amount is divided among plans In tha
{oltowing countries:

Sweden 388 2,814
Austria 18 16
USA 3 5
Germany 3 4
Net amount in balance sheet - 12 2939

Unreported actuarial losses amount to SEK 556 m {443). Actuarial losses are
calcufated as the difference between pension abligations and the liability ac-
cording to the balance sheet. If the pension obligation exceeds the liability by
mare than 10 percent, the portion exceeding 10 percent is amortized over the
remaining period of employment for employees covered by defined-benefit
plans. According to the above calculation the actuanial fosses exceed 10 pergent
of the pension abligation 2006, which arr ounts ta SEK 4,449 m. This means
that the difference between SEX 445 m, and SEK 556 m. will be distributed over
11.3 years.

Saab has around ten types of defined-benefit plans.The predominant plan
is the TP plan, and the second largest plan refers 1o state-funded retirement
pension,

NOTES

Changes in net obligation for defined-benefit plans reported in balance sheet

Group

SEK m. 2006 2005
Net obligation for defined-benefit plans January 1 2539 1,034
Compensation paid -152 158
Deposits 1o pension fund -2.566 -200
Cast reparted in income statement 190 156
Effects of acquired/sold operations 20 25
Insurance premium -20 -108
Withdrawals from pension fund 1 190
Net obfigation for defined-berefit plans, December 31 412 2939
Change in assets under managemant

Group

SEK m. 1004 1008
Opening fair value, January 3 805 £49
Assumed return 108 23
Withdrawals -1 -190
Compensaticn paid for transferred operations -20 -
Settlernents -i6 -
Contributions 2566 200
Actuarial gain 19 123
Closing fair value, december 31 3481 805
Cost reported in income statemaent

Group

SEK m. 1004 3008
Costs for employment during current period 134 86
interest expense for obligation 155 174
Assumed return on assets under management -108 23
Insurance premiurm 208
Less ensured liabifity - -189
Amartised actuarial losses 9

Cost of defined-benefit plans in income statement 1%0 256
Cost of defined-contribution plans » 09 449
Payroll tax 117 138
Total cost of post-employment compensation 816 843

" Inchudes SEK 14 m {16} for TP plan financed in Alecta; see beiow.
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The cost is reportad on the following lines in the income statament:
Group

SEK m, 2008 10408
Cost of goods sold 589 520
Marketing expenses 64 5%
Administrative expenses 64 38
Research and development costs 43 75
Financial expenses 56 151
Total cost of post-employment compensation B14 843

Return on assets under managerment
Actual return on assets under manage nent 147 146
Assumed return on assets under manzgement -108 -23

Actuarial result from assets under management
during the periad 39 123

Interest expense less the assumed return on assets under management is clas-
sified a5 financial expense. Other pension costs are divided by functian in the
income statement in reldtion to how payroll expenses are charged 10 the various
functions.

Saab's defined-benefit plans are secured in three ways! as a liability in the ba-
lance sheet, in pension funds or funded through insurance with Alecta. The por-
tion secured through insurance with Alecta refers to a defined-benefit plan that
cornprises several employers and is reperted according to a pronouncement by
the Financial Accounting Standards Cour cit's Emerging ssues Task Forge, URA 42
For fiscal year 2006, the Group has not had access to the information that would
make it possible to repart this plan as a Jefined-benefit plan, The TP pension
plan, which is secured through insurance with Alecta, is therefare reported as a
defined-contribution plan. Alecta’s surplus can be distributed to policyhclders
andfor insureds. At year-end 2006, Alectes surplus in the form of the collective
funding ratio amounted to 143.9 percens (128.5). The collective funding ratio is
the market value of Alecta’s assets as a fercentage of the insurance abligations
calculated according to Alecta’s actuarial assumptions, which does not conform
1o A5 19,

The year's expensas for pension insutance with Alecta amount to SEX 14 m,
{224), of which SEX 0 m (208) refers to a redeemed liability.

Assumptions for deflnad-baneflt obllg stions

Group

2004 1008
Significant actuarial assumptions as of closing day
{expressad as weighted averzges)
Discount rate, Dacember 31 400% 3.90%
Assumed return on assets under man:gement,
December 11 5.00% 4.30%
Future salary increase 1.00% 150%
Increase/decrease in health-care costs NIA N/A
Future increase in pensions 2.00% 1.70%
Employee turnover 5.00% 5.00%

Anticipated remaining years in service 1.3 years 11.] years

The following assumptions serve as the basis of the valuation of Saab's pension
liabilty:

Discount rate: The valuation is based on 2n interest rate curve estimated using
the Kingdom of Sweden's inflation-indexed bands according to the Nelson-
Siegel method. Each assumed cash flow is discaunted using an interest rate for
the corresponding maturity. To obtain an anticipated nominal retum, inflation
expectations are added in,

Assumed return on investment assets: Sixty-five percent of the assets
managed by the Saab Pension Fund are invested in interest-bearing bonds
and 35 percent in equities and similar securities. The assumed rate of return
is 4 percent on the interest-bearing bonds and 7 percent on equities and
similar securities.

Long-term salary increases: Assumed to be as high as the increase in the
basic incorne amount. This means that 5aab expects the same salary increases
as the national average.

Long-term increase in basic income: Data from Statistics Sweden on current
wage increases in the private sector provide an historical average during the
period 1974-2000 of approximately 1 percent above inflation.

Long-term rate of Inflacion: Based on the Riksbank's inflation target of

2 percent, which mirrers the market's implicit expectations as measured by
the difference between nominal and real bonds. It should be stregsed that
the sensitivity of the valuation to inflation assumptions is limited, since the
discount rate is based an the real interest rate curve,

Morrality: Mortality is the sarne assumption recommended by the Financial
Supervisory Authority (FFFS 2001:13), based on Makeham formulas for men
ang women,

Marriage: Marriage is the same assumption recommended by the Financial
Supervisory Authority (FFFS 2001:13).

Employee turnover: The fikelihood that an individual ends his’her employ-
ment is assumed to be 5 percent per year

Parent Company’s pension obligations

Funds allocated for pensions according to the balance sheet correspond to the
net present value of existing pension obligations.

Parent Company

SEK m, 12-31-1006  12-11-200%

FPGIPRI pensions - 1,729

Other pensions .73 94

Other provisions for pensions 74 77

Total 160 1,900

Of which credit guarantees via FPG/PRI 12 1,759
Group Parent Company

SEKm 2004 1008 1008 1008

Amcunt of provision

expected to be paid after

more than 12 months 412 2782 160 1,823

Shara-relatad compensation
There is no share-related compensation in the Group.




SENIOR EXECUTIVES' BENEFITS

Remunaration to Board members

In accordance with the resolution of the Annual General Meeting, the fees paid
to the members of the Board amount tc SEK 2,875,000 (2,400,000}, consisting
of SEK 1,000,000 (800,000} to the Chairman and SEK 375,000 {300,000} to each
of the other members elected by the Arnual General Meeting, with the excep-
ton of the President. The Members of t+ e Board nominated by BAE Systems

- Stephen Henwoad and George Rose - both of whom are employees of BAE
Systams, have declined their fees with respect ta BAE Systems’ policy.

For audit committee work, committes ehairrnan Peter NygArds also received
fees of SEK 100,000 (100,000) and comrmittee mambers Marcus Wallenberg,
Lennart ohansson and Per-Ame Sandstrdm fees of SEK 50,000 (50.000) each,

For compensation committee work, committee chairman Marcus Wallenberg
also received fees of SEK 100,000 and committee member Lena Treschow Tore!l
fees of SEK 50.000. George Rose has Je:lined his faes with respect to BAE
Systems’ policy.

Remuneration to the Presidant

The salary paid to President and CEQ Ale Svensson cansists of a foed portion
and 3 variable pertion, The variable portion is based on a perforrnance bonus with
predetermined quantitative and qualitativa objectives each year. The performance
bonus can amount to a maximum of 50 percent of the President’s fixed salary The
preparation and decision-making process for compensation ksuss regarding the
President is handled by the Board's Compensation Committes according 10 the
principles laid down by the Annual General Megting. In 2006, the President recei-
ved salary, bonus and other benefits tctal ng SEX 6,263,019 (5.937.098), of which
the bonys for 2005 accounted for SEK 1,340,000 {1,040,000) and other benefits,
incluciing a car allkowance, for SEX 16,512 (15.288).

Pension termy

The retirerent 2ge for the President is 50.The President has a defined-contri-
bution pension plan. He may decide himself on the payment term, though within
the prowvisions of Swedish income tax law, The pension cost for Saab AB ¢onsists
of pension premiums amounting to 35 percent of the fixed salary as long as

the President rerrains an employee of the company. To this is added the cost of
pension premiums according to the TP plan. The pension commitment is vested,
For 2006, the cost of the President’s pension, including TP was S$EK 2,069,356
{2.058,362).

Severance terms

H terminated by the company, the President will receive a salary and pension
benefits for a period of six months {period of notice). Thereafter he will receive
severante pay equivalent to one year of salary. based on his current fixed salary
If the President does not obtain new employment, he will receive an additional
one year of severance pay The salary during the period of natice and severance
will be deducted from income received from other emgloyers during the same
period. f the President resigns voluntarily, there is a six-month period of notice
with salary and pensicn benefits, but nc severance.

Remuneration to other senior executives

The group of ether senior executives ircluded 1 individuals (1) in 2006, con-
sisting of the Deputy CEQ, Executive Vice Presidents and heads of Group staffs.
Mats Lindman stepped down from Group Management on Cetober 31, 2006
and was replaced on November 1, 2006 by Mikael Grodzinsky. The salaries paid
to other senior executives consist of a fixed portion and a variable portion. The
variable portion is a performance bonus based on the Group's order bookings,
sales, operating income and operating margin, The performance bonus normally
amecunts to a maximum of 25 percent of each executive's fixed salary, and in
several cases 10 35 percent of fixed salary. A performance Honus agreement

is drafted annually and signed by the Prasident The rules for performance
bonuses are stipulated in a docurnent itsued by the President. Compensation
issues regarding the other senior executives are prepared by the head of human
resources and presented to the President, who makss a decision pending the
approval of the Compensation Committee and the Board,

NOTES

In 2006, the other senior executives received szlaries, bonuses and other benefits
totaling SEK 31,732,429 (27,032,445), of which bonuses for 2005 accounted for
SEK 4,569,100 (3.073,431) and other benefits, including housing

and car allowances, for SEK 358,680 (595.536).

Pention terms

The persion age for all other seniar executives, with the exception of two
persons who have 62 years, is 60 years. For new executives, the pensicn age as
of January 1, 2005 is 62 years.

in addition to TP or its equivalent, 10 members of the group (10} are af-
fikiated with the Saab plan, which is defined-contribution and vesied. The Saab
plan provides pensions benefits over and above ITP or its equivalent on salary
segments between 30 and 30 basic amounts as well 25 on salary segments over
30 basic amounts. The individuals themselves can decide on the payment term,
though within the provisions of Swedish income tax law. Moreover, an insurance
policy finances the period between the 2ges of 50 or 62 years and 65 years.

The pension cost for Saab AB cansists of pension premiums, which are based
on a percentage of qualifying salaries. The percentage rate is determined by each
executive’s time rernaining until the pension age, 60 were 62 years, when joining
the plan. The aggregate insurance balance should cover a targeted pension from
65 years of approximately 315 percent of salary segments between 20 and 30
basic amaounts and approximately 50 percent of segments over 30 basic amounts
of qualifying salaries. Prermium payments ¢ontiaue as long as the individuals
remain in their pasitions or as employees of the compary.

For one senior executive, the total pension cost represents 35 percent of
fixed safary.

Pension obligations are vested. In 2006, pension costs for other senior execu-
tives, inctuding ITP and its equivalent, amounted to SEK 13,122,887 (11,841,722).
QOther senior executives are entitled, or obiged if the company so requests. to
retire on pension as of the age of 60 or 62 years.Their retirement pension up 10
the ordinary pension age of 65 follows the Saab plan.

New pension agreerments are drafted according to Saab’s defined-contribu-
ticn pensicn.

Severance terms

If terminated by the company the group of other senior executives will receive
a safary and pension benefits for six months (period of notice). Thereafter

they will receive severance pay equivalent to one year of salary, based on their
current fixed salary. if they do not obtain new employment, they will receive an
additional six menths of severance. Bmployees hired before January 1, 2005 who
have reached the age of 55 are entitled to another six months of severance.
The salary during the period of natice and severance will be deducted from
incorne received from other employment during the same period. If they rasign
voluntarily there is a six-month periad of notice with salary and pension benefits,
but ne severance.

Summary of compensation and other benafits durlng the year

NoyEs

Basa salary Variable Qther Pension Total
directors’ fax  compansa- bunafits o8t

SEK tion
Chairman
of the Board 1,000,000 - 150,000 - 1,150,000
Other Board
members 1,875,000 - 150,000 - 2,125,000
President and
CEC Ake
Svensian 4706507 1,540,000 16,512 2,069,356 8,332,375
Other senior
axecutives 26804549 4,569,100 358,680  13.122.887 44855316
Total 34286158 4109100 775192 15192243 56.462.691

Guidelines f5r remuneration and other benefits for senior exacutives are descri-
bed in the corporate governance report.
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PROVISIONS
Group
SEK m. 1231.2006  12-31-2008
Provisions that are long-term llabilities
Anticipated deficit in fiture commitments
for regional zircraft 1,349 1,402
Restructuring costs 34 45
Project losses 138 347
Other 420 430
Tetat 1,961 2,14
Provislons that are current liabillties
Anticipated deficit in future commitments
for regional aircraft 90 54
Restructuring costs 237 68
Project losses 439 189
Other 243 103
Total 1,109 616
Parent Company
SEK m. 12-31-2006  12-H.2008
Anticipated deficit in future ¢cammitments
for regional aircraft 929 954
Restructuring costs 52 51
Project losses 293 421
Other 252 108
Total 1,526 1,534
Anticipated deficit in future commitments for regional aircraft

Group Parent
SEK m. Cormpany
Cpening balance, January 1, 2006 1,658 954
Ameunt utilized during the year -65 -57
Increase in discounted amount J2 32
Translation differances and gther -66
Closing balance, December 31, 2006 1.559 929
Rastructuring costs

Group Parent
SEK m, Company
Opening balance, January 1, 2006 1M1 51
Provisions allocated during the year 274 50
Acquired through business acquisitions - 16
Armount utilized during the year -100 -64
Raversal of unutilized amount -10 -
Translation differences and cther -6 -1
Closing balance, December 31, 2006 i 52

Project losses

SEK m,

Opening balance, January 1, 2006
Provisions allocated during the year
Acquired through business acquisitions
Amount utilized during the year
Reversat of unutilized amount
Translation differences and other

Closing balance, December 31, 2006
Other provistons

SEK m.

Opening balance, January 1, 2006
Provisicns allocated during the year
Acquired through business acquisitions
Amount utilized during the year
Reversal of unutilized amount
Translation differences and other

Closing balance, December 31, 2006
Total provisions

SEK m,

Orpening balance, fanuary 1, 2006
Provisions allocated during the year
Acquired through business acquisitions
Amount utilized during the year
Reversai of unutilized amount
Increase in discounted amaunt
Translation differences and other

Closing balance, December 31, 2006

Payments

SEK m. 2004

Amount of provision
expecied 1o be paid after
mare than 12 months 1,961

Obligations for regional aircraft

Group Parent
Company

536 421
262 255
245 28
-143 Bk}
-0 <10
-304 -270
577 293
Group Parent
Company

523 108
173 80
55 50
-79 -2
-9 7
0 42
663 352
Group Parent
Company

2,830 1,534
709 385
301 94
-387 273
59 17
32 32
-356 -229
3,070 1,526
Parent Company
2006 2005
1,145 1,126

Anticipated deficits within future leasing operations and obligations tied to

product and airworthiness responsibifity.

Restructuring

Allocations for structural costs are recognized as provisions if the criteria for
provisions are met according to the accounting principles: see Note 1. Struc-
tural costs primarily relate to the costs to adapt resources and changeover

Costs.

Project lossas

Provisions for project losses primarily relate to Helicopter 14 and a project

in the area of airborne radar.



OTHER LIABILITIES

NOTES

MOTE 40 . : .- v © e ofme gomavr e ok g we
ACCRUED EXPENSES AND DEFERRED INCOME

Group Group Parent Company
SEK m. 12-31-2004  12-31.7008 SEK m, 12.31.2006  12:31-2005  12.31.2004  12-31-200§
Other long-term liabilities Accrued expanses
Long-term prepaid revenue 254 309 Cast of customer commit-
Other 88 79 ments in regional aircraft 854 608 559 546
Total 342 384 Vacation pay liability 703 607 185 305
Expacted invoices 443 430 298 194
Other current liabilities Accrued Iea-sing casts 238 3 - i
Liabilities to associated companies 24 10 Socl sec.urlty Expenses 459 393 82 230
Liabiiities to joint ventures 126 . Acredinterest 9 2% 84 3
Value-added tax 193 119 Accrued prlole.c‘t.costs 1.149 313 218 159
Withhalding tax 172 185 Eersonnel |Iabl|ltlBSd 342 187 144 93
o . . arly retirement an
Segc:slts in leasing operations z;? 185 redundancies 39 150 83 134
Oah‘ ity To customer 100 12!; Value of contractad flaws 310 139 - -
ther ) Claims reserve 50 61 7 7
Totat 1115 827 Royalties and cormmissions 35 44 - 1
Other 242 244 149 84
Lizbilities due for payment more than five years
after closing day 118 gt Total accrued expenses 5013 3,728 2449 1,798
Parent Company Dreferred Income
SEK m. 12-31-2006  12-31-2005 Advance invoicing 3749 2073 1,987 1958
Change in value of extended
Value-added tax &2 162 forward contracts 537 208 527 205
Withholding tax 10 62 Other ) 83 27 256
STP loans - 97
. . . Total deferred income 4358 1424 1541 2419
Option premiums received - 40
Liabilty to customer pLY| - Toatal .37 6,152 4,990 4,217,
Other 150 137 '
Total 603 498 N -
o FINANCIAL POLICY AND RELATED RISKS
Liabilities due for payment more than
five years after closing day 80 110 Saab's operations are continuously exposed to various firancial risks involving

Other liabilities in the Parent Company include both interest-bearing and non-
interest-bearing fiabiiities. For a comparis an with the Group, see also Note 35.

foreign curvencies, interest rates, liquidity, eounterparties and credit Moreover,
the Group is continuously exposed ta political risks. In addition, these operations
consist to a large extent of long-term projects, which increases the complexity
of the financial structure. The Group has a financial palicy, as laid down by the
Board of Directors, with rules and guidelines for managing financial risks and
financial cperations in general. The financial policy states that financial risks as-
sociated with normal business operations should be minimized, i.e., risk neutrality
should be sought.

Organization

Overall responsibility for managing the Growp's financial risks and developing
methods and principles for managing financial risks rests with the Corporate
Treasury function, Management of financial risks is centralized in the Group's
internal bank, Saab Treasury. and while management of insurance is centralizad
in the Group's insurance company, Lansen Férsikrings AB. Customer fnance,
guaranty and finance issues are also managed by Corporate Treasury. The
overall principle in the financial policy is decentralized hedging responsibility and
centralized trading responsibility, i.e., every business units uses one of Corporate
Treasury's functions to minimize the risk. To take advantage of economies of scale
and synergy effects and to minimize management risks, external wransactions are
made through Saab Treasury or Lansen Férsdkrings AB.
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Saab Treasury is responsible for the Gro-ip's fiquidity management, financing,
internal bank, trading, external management of interest rate and gurrenty risks,
management of energy risks and contractual guarantees. Saab Treasury manages
transactions with internal cormpanies and business units through netting or
transactions with external counterparties. Moreover, Saab has an agreement with
an external party to manage the Group's electricity risks.

Lansen Férsakrings AB is responsible for ensuring that the Group has an
effective process ta identify, value and lirnit risks in order to prevent damage
to operations and for Group-wide insurince programs. Non-financial risks
are handled through active risk managerent in the business units, though atso
through procurement of insurance on the market and in their own names.

Foreign currancy risks

Foreign currency risk refers to the risk t2at fluctuations in exchange rates will

affect the Group's income. Exchange rats fluctuations affect Saab's income and

shareholders” equity in various ways:

+ Income is affected when sales revenue and production tosts are in different
currencies (ecanomic and transaction exposure),

+ Income is affected when the income of foreign subsidiaries is transfated to
Swedrsh kronor {translation exposurs).

* income or sharshoklers' equity is affected when the assets and liabilities of
fareign subsidiaries are translated to Swedish kronor (translation exposure).

In its risk management, Saab distinguishes between three types of exposure:
ECONOMIC EXPOSUre, ransaction exposure and translation exposure,

Econemic expesune

Management of the foreign currency ris< in fixed-price bids in foreign currency
is handled centrally within the framewok of the Tender to Contract portfolio.
This is a result of a growing trend toward fixed-price bids in foreign currency and
has been in place since 2000.The purpose of the portfolio is to minimize the
Group's foreign currency risk during the tender period. Operating units <an sign
tender insurance with Saab Treasury wten submitting a fixed-price bid, Tender
insurance can be cbtained in USD, EUR and GBP if the equivalent, value in SEK
daes not exceed SEK 500 m. Larger fieed-price tenders are managed on an
ad-hoc basis.

Saab Treasury manages foreign currency risk by combining forward contracts
and options based on the likelihood of the deal. The operation is controlled by
a policy and risk measure based on probability-weighted Value at Risk (VaR),
which s not allowed to exceed SEK 5 ra. The average cost 1o manage fixed-price
tenders has been 0.45 percent (0.42) cf the hedged amount, During the year,
new tender hedges were arranged for the equivalent of SEK 2,027 m. {1.639).
Net option premiums during the year amounted to SEK 120 m, (8.7}, or 0.60
percent {0.53} of the hedged amount.

The market value of outstanding forward exchange contracts and currency
options was SEK 32 m. as of ysar-end, vwhich positively affects the consolidated
income statement The portiolio’s result from tenders that have either resulted in
customer orders or have falled to mate ralize, amounted to SEK 1 mu {25.0).

Trensaction exposure

Saab’s firancial policy prescribes that the flow in foreign currency = the transac-
tion exposure — for firm orders must be hedged. The purpose of this hedge is to
ensure astimated gross margins in orders received. The first hedge is abways to
utilize incoming currency to pay for purchases in the same currency, i.e., netting.
Mareover, foreign currency risk neutral ty is achieved through either contract for-
mulations or forward contract and option transactions in the foreign exchange
markat The predominant contract currencies in the arder backlog are Swedish
krenor, US dallar; euco and British pounds, as indicated in the figure below.

Order backiog by currency

Other 4%

SEX 62%
UsD 17%

Of the total order backlog, 80 percent (6%) is in fixed prices with or without
indexing, while the remaining 20 percent {31) contains variable prices with index
and/or currency clauses. In general, fixed prices are more ¢commoan in foreign
currencies, The reason why 53 percent of the order backlog in fixed prices is in
SEK is that major orders were signed during the year with SEK as the contract
currency. See the table below.

External order backiog, g V\‘hnable gm & index
% fixed vs. variable prices F
B Fod by index
100

80

60

4

Other
SEK EUR GBP correncies Total

As of December 31, 2006, the nominal amount of forward exchange contracts
and options {inctuding the tender portfolio} was SEK 15,354 m. (17,114) with an
unrealized resutt of SEK 398 m. (127). Retained exchange rate gaing on forward
rollovers amounted to SEK 537 m. (288).The main reason for the improved
result is changes in the currency and foced income markets.

SEK m. 2004 1008 2004 2003 1002
Currency options 1,683 3.180 1123 1,109 1322
Forward exchange

contracts 11671 13936 14300 18138 12,297
Total 15354 17,116 15223 19,247 13419




Translation exposure
The translation exposure in the Group relates 1o the operations of foreign
subsidiaries. The operations of $aab Aircraft Leasing also have their economic
environment in U.S, dodlars (functional currency) and are translated from the
functional currency to SEK.

The vatue of shareholders’ equity subject to translation exposure amounted
w0 approximately SEK 1,750 m. {2,400) 21 year-end. The decrease is primarity due
1o lower exchange rates for the U.S. dol ar and South Adrican rand.

Net assets transiated to SEK

Mkr 12-31-2006 12:31.2005
uso 778 1.341
EUR 75 10
AUD 288 130
Other currencies 607 736
Tatal net assets 1,748 1,408

The foreign currency risk to the Group’ income and sharehoiders equity from
translaticn effects — the translation expesure — normally is not hedged.

Interest rate risks

Saab is exposed to interest rate risk whan the market value of certain balance
sheet items (particularly the pension liability and leasing portfolio) is affected

by changes in underlying interest rates as well as through the effect of interest
income and interest expenses. Depending on the liquidity situation, Saab’s in-
come is directly affected by changes in riarket interest rates through a change in
net financial items and through the impict on gross income of the interest rate
effects on advarce firancing.

Saab attemnpts to achieve risk neutra ity with regard {0 interest rates by
seeking similar interest terms on the asset and fability sides of the balance
sheet Management of the Group's interest rate exposure is centralized, so Saab
Treasury is responsible for identifying ard managing this exposure. The pension
liability, the present value of future pens on obligations, is the fargest interest rate
risk depending on the liability's long duration. Saab’s total interest rate risk was
substantialty reduced in 2006 through matching of interest-bearing investments
and interest derivatives in the Saab Pension Fund, which was established during
the year and capitalized with SEK 2,536 m.

Other interest rate risks are managed in Saab Treasury's portfolie, Funding &
Investment, which manages ail intra-Greup financing in various currencies and in-
vests surplus liquidity in the fixed incorre market or finances the Group. Lending
te subsidiaries in foreign currency is normalty financed in SEK through foreign
exchange swaps. Forwards and interest rate swaps and options in SEK 2re used
for interest risk management and interest rate swaps in LSD are used mainiy for
interest risk management in the aircraft leasing portiolio, whase interest Fate rigk
is fully matched.

Liquidity management and financial credit risks

In 2006. average interest-bearing receivibles, cath and marketable securities less
liabilities to credit institutions and other interest-bearing liabilities amounted to
SEK 2,087 m. (4,589).

NOTES

SEK m. 11-31-2004  11.31.7005
Assery

Shart-term investments - 4,624
Liquid assets 1,393 1574
Total liquid assets 1,393 6,198
Liabilltins

Liabilities to credit institutions 595 634
Cther borrowing and interest-bearing liabilities 1.059 420
Total intarest-bearing liabilities 1,654 1,054
Nut liquidicy -161 5,144
Plus: interest-bearing receivables 1.278 631
Less: provisions for pensions 412 2,939
Net liquidity including interest-bearing

receivables after deducting pensions 605 1,854

Liquidity management is handled centrally within the frmework of an imest-
ment palicy laid down by Saab's Board of Directors. The paolicy is based on a
benchmark, from which the following deviations are permitted in regard to
duration and credit risk:

Benchmark Minrisk  Maxeisk  12-31.2004  12-11.2005%
Government 80% 100% 40% 0% 56%
Mortgage (min A) W% 0% 40% 0% 8%
Corporate {min A) 0% 0% 0% 0% 5%
Bank deposits 100%
Duration 15mos. O mos, 27 mos. 0 maos. 15 mos.

Lower liquidity has changed the focus of investments; the majority is placed in
short-term deposits in the banking market. The interest rate risk in the imest-
ments given a 1 basis point parailel shift of the yield curve was SEK 0.002 m.
(0.68) as of December 31, 2006.

Investments are made in securities with minimum short- and long-term credit
ratings of A1/ and A-1/A or higher according 1o Moody's and Standard &
Poor's. The credit risk calculation is based on actual and anticipated credit risk,
according to the recommendations of the Bark of International Settlement. As
of December 31, 2006, counterparty risks amounted to $EK 1,311 m, (6.188).
of which mortgage institutions and lending 1o banks accounted lor SEK 646 m.
(3.277).1n 2006, average invested capital was SEK 2,973 m. (4,433). The average
return on external investments was 1.76 percent (2.37) including the change in
market value.

Uquidity and refinencing risks

Refinancing risk refers 1o the risk that the company will not be able 1o meet its
payment otligations due to insufficient liguidity ar difficutty raising external loans.
As of December 31, 2006, Sazb had net liquidity of SEK -261 m. (5,144) afier
deducting liabilities to credit institutions and other interest-bearing liabilities of

SEK 1,654 m.{1.054). Net liquidity including interest-bearing receivables and after

provisions for pensions is SEK 605 m. (1856). Of the biquid investments of SEK
1,393 m. (6,198), SEK 10 m. (550) was secured by advarce payments. Pledges
were substituted during the year with bank andlor insurance guarantees due
1o charges in the fiquidity situation and less of a need for pledges after advance
payments were utilized.
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Interest-bearing liabilities of SEK 1,654 m. {1,054) mainly consist of liabilities to
joint ventures and financing of the property Veddesta of SEK 536 m. (552) with a
maturity structure as follows.

Due dates on outstanding Habilities to credit institu-
tions and other interest-bearing tabilities
SEKm
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0 - | |
1007 1008 1009 2010
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In 2005, Saab signed a credit facility of SE< 4,000 m. to serve as back-up and
short-term financing for acquisitions or as working capital, for example. The
so-called club loan from eight banks expires in 2011, In 2006, an option was ex-
ercised to extend the loan for another year until 2012 The facility margin is 0.25
percent over STIBOR or similar rate depending on the currency in which the
facility is utilized. The commitment fee is (L08 percent per year on the unutilized
amount. Ne financial covenants are in plaze, At yezrend, the credit facility had
not been utilized. Saab currently does not have a public rating.

I the course of day-to-day operations, Saab faces a demand for guarantees
primarily as sacurity for advances from customers and for the fulfillment of
contractual obligaticns, Some are on-derand guarantees, which ¢an be a liquidity
risk. Saab’s policy is to insure on-demand guarantees for major projects against
unauthorized use,

Cradit and counterparty risks
In the course of day-to-day operations S2ab faces credit risks related to custo-
mers and supplers.

Customer credit risks

Qutstanding accounts receivable constture a cregit risk. where the Group can
lose money. As of December 31, 2006, accounts receivable amounted to SEK
3324 m. (3.017). Defence-related sales accounted for 79 percent (82) of total
sales, which rmeans that the counterparties in most accourits receivable are
naticns with high creditwarthiness. The Group's receivables are mainly in the EU,
which accounts for 65 percent (65) of 1o7al recenables, Where counterparties’
creditworthiness is deemed unsatisfactar; bank andfor insurance guarantees are
secured,

Supplier ceedit risks

Advances paid to suppliers constitute a cedit risk, where the Group can loase
money. As of December 31, 2006, the Graup had paid its suppliers advances of
SEK 599 m. (634).The Group's policy is 1y maintain bank-guaranteed security for
any advances it pays.

Customer fingnce

Customer finance provides an important tool to market the company’s products.
Export customers increasingly demand financing, Normally Saab works with
banks and guarantee institutions to find various solutions 10 meet customers’
needs. This often entails bank or supplier credits for the buyer To lima risk
exposure, the risis are sold on the market to banks and government guarantee
institutions, such as the Export Credits Guarantee Board in Sweden.

Electricity price risks

The price of electricity directly affects the Group's income and operating margin.
The Swedish units consume around 200 Mwh per year with a spot arice risk
of SEK 2 m.every time the price of electricity per KwWh changes by SEK G01.

To minimize the risk for Saab's cperating margins, future efectricity cansumption
is hedged against increases in spot prices. This is dane by hedging projected
consumption according to a model whera 100 percent of the next quarter's
consumption is hedged. The hedging level then drops on a straight-line basis by
quarter until quarter 13.

Electricity directives are managed through a discretionary management
mandate, where the manager has the mandate ta accept rigks in relation to
benchrnaris (hedging strategy) with the equivalent of SEK 0.4 m. expressed in
Value at Risk (VaR)}. The market value of electricity directives as of year-end was
SEK -2 m. (13}, which affecis consolidatad income.

Trading

The Board has issued a risk mandate for propeistary trading in foreign exchange
and money rarket instruments of SEK 20 m., expressed according to Value

at Risk (VaR). ln 2006, trading income was SEK 22 m. (14), reportad as other
operating income.The average utilized risk mandate (VaR) during the year was
SEK 25 m. (4.2).

Penslon fund
In 2006, the Saab Pension Fund was estatlished for the so-talled PRI detn for
the majority of the Group’s companies. The fund was capitalized with SEK 2,536
m. and is not consolidated in Saab. During the year, seven companies that were
previeusly part of Camegie's General Pension Fund joined the Saab Pension
Fund with SEK 551 m.

The fund's assets are managed with the aim of reducing interest rate risk
by matching the duration of the liability against interest-bearing assets and
optimizing she return on the capital within the limits of the investment policy, In-
vestments are made in interest-bearing securities from issuers with credit ratings
of no lower than AA (Aa) acconding to Standard and Poor and Moody's, equity
and hedge funds, and structured products. The investment policy is dynamic and
2 function of the risk of falling below the absolute floor for consofidation of
70 percent, i.e., the market value of fund assets relative to the market va'ue of
the pension fiability calculated according 1o IAS 19; see also note 37 for the as-
sumgtions used to calculate the liability The Saab Pension Fund had matched the
interest rate on 48 percent of the Eability's future disbursements as of December
31,2006. Of its total capital, the fund had invested 84 percent in interest-bearing
assets and the remaining 16 percant in equity and hedge funds as well as struc-
tured products.

The market vafue of the fund's 2ssats as of Decernber 31, 2006 was SEX
3,234 m. and the annual return was 6.4 percent The solvency margin as of De-
cember 31,2006 was 89.4 percent, against 85.7 percent at the fund’s inception.

tnsurance and fi ial risk manag
For nan-financial risks, active risk management is done by the business units,
though alsa by procuring insurance, The centralized risk management unit within
the Corporata Treasury function is responsible for ensuring that the Group has
an efficient process to identify, value and limit risks in order to prevent damage
to operations. The unit is also responsible for the Group’s insurance program,
Insurance is procured on the market or through the Group's insurance company,
Lansen Férsdkrings AB.

Al insurance obtained from the Group's insurance company, where the risk
exteeds the seli-retention established by the company for the Insurance pro-



gram in question, is reinsured on the market an an excess of loss basis in order
to limit the insurance company’s expasure per claim and in tatal,

In total, premiums paid for the Group's external insurance programs. mainly
for liability and property insurance, amounted to SEK 67.3 m, (71.1).

Financial derivatives

To manage its financial risks, Saab regutar y uses various types of derivatives such
as futures, options and swaps. Interest rate futures, swaps and options in SEK are
mainly used to manage interest rate risks in the Funding & lrvestment pordolic.
Interest rate swaps in foreign currency are used to manage interest rate risks in
the Saab Aircraft Leasing group. Foreign cummency options and forward exchange
contracts are mainly used to hedge fixed orders and outstanding fixed-price
tenders.To reduce counterparty risks, Saub's policy is to maintain so<alled 1SDA
agreermnents with ali banks.

The table below shows the unrealized result for Saab's outstanding derivatives

as of December 31, 2006.The result is distributed by type of derivative and
accounting principle.

Recefvables and llabilities actributabla to unraalized financial derivatives

Group
SEK m. 12-31-1004 12-3t-2008
Assets
Forward exchange contracts 492 397
-of which cash flow hedges 2 30
-of which fair value hedges 420 367
Currency optians 19 10
-of which cash flow hedges - 3
-of which fair value hedges 9 7
Interest rate swaps 1 4
Interest rate futures 15 1
Interest rate options 1 -
Electricity derivatives - P
-of which cash flow hedges - 22
Total assets 538 434
Liabillties
Forward exchange contracts 12 253
-of which cash flow hedges - 16
-of which fair value hedges 1z 217
Currency options 2 7
-of which cash flow hedges . 5
-of which fair value hedges 2 22
Interest rate swaps 13 85
-of which leasing portfolio 13 58
-of which cash flow hedges - ]
Interest rate futures 3 .
Electricity derivatives 2 -
Totat liabilities 17 365

Unreaiized results on interest rate swaps are recognized exclusive of accrued
interest. since it is included among accrued expenses.

NOTES

Fair value
The following vauation principles have been applied in determining fair value:

Foreign exchange contracts: Future payment flows in each currency are
discounted by current interest rates an the valuation day and valued in SEK at
year-end rates,

Options: Accepted valuation madels (Black and Scholes) are used o calculate
market value,

interest rate swaps: Future variable interest rates are calcutated with the help
of current forward rates. These implicit interest rate payments are discounted on
the valuation day using current market rates. The market value of interest rate
swaps is obtained by contrasting these discounted variable interest payments
with the discounted present value of the fixed interest payments.

Other interest-rate derivatives: Other interest-rate dervatives are valued at
market rates.

Bonds: Bands are valued at, current market rates on the closing day.
Blecrricicy derivatives: Electricity derivatives are valued at current market rates

on the closing day.

Fair valuss and recognized values

Group
Recognized Falr Rstognited Fair
valus valua value valua
SEK m. 2004 2004 2008 2008
Interest-bearing instruments,
financial current assets - - 725 715
Interest-bearing instruments,
short-term holdings - - 250 250
interest rate options 1 1 -1 -1
Interest rate futures:
Assats 25 5 1 1
Liabilities -3 -3 - -
Accounts receivable and other
receivables 9.029 9.029 5,203 6,203
Liquid assets 1,393 1.393 1,574 1,574
Electricity derivatives -2 -2 2 12
Interast rate swaps:
Assets - - 3 3
Liabilities 33 33 116 116
Forward exchange contracts:
Assets 492 492 397 397
Liabilives 112 12 253 253
Option contracts:
Assets 19 19 10 10
Liabilities 2 pJ 7 7
Bonds - - 3926 3926
Lease abligations 457 457 1,523 1.523
Loans from assaciated
companies and joint ventures 999 999 214 114
Accounts payable and other
liabilities 11,908 11,908 8,242 8,242
Bank overdraft facilities 5 5 17 17

HOTRS
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NOTE 42 e ——— e v

ASSETS PLEDGED AND CONTINGENT LIABILITIES

Group Parent Company
SEK m. AL30.3004  12:31.2005  12-31-2006  12-31-700%
Assets pledged for own
llabilities and provisions
Chattel mortgages 1,751 2147 1,751 2,10
Real estate mortgages 294 683 - 388
Other assets 355 472 - -
Lease assets Bi 932 - -
Accrued income T 4 - -
Bonds and ather
securities 10 575 10 575
Total ) 2,503 4,850 1,761 3064
Croup Parent Company
SEK m. 12.33-1000  12.31.2005  12-31.2004  12.31-200§

Cantingent Dabillties
Guarantees to in-
surance company (FPG) &) &5 67 65
Guarantees for Group
companies’ commit-

ments to customers . - 8,426 6,749

Sureties for joint

vertures 487 - -

Sureties for assaciated

companies 1) 20 55 392

Sureties, other 24 1 23 -
Total 598 87 8571 7.206

With regard to the Group's so-called filliflment guarantees regarding cormenit-
ments to customers, the lkelhood of an outflow of resources is extremely small
and, a5 a result, no value is recognized. The previous year is adjusted accordingly

NOTE 43 [

TRANSACTIONS WITH RELATED PARTIES

Related parties with which the Group his transactions mainly consist of BAE
Systems, which holds 20 percent of the capital and votes in Saab, and the jointly
owned company Gripen International. Szles to and purchases from BAE Systerms
ameunted to SEK 230 m. and SEK 109 m., respectively. Interest-bearing liabilities
also include a loan from BAE Systems of SEK 7 m,

Saab and SEB share one board membier, and Saab also has financial agree-
ments with SEB.

The Group's financial agreements conform to market principles. Saab does
not have any transactions of importance with Investor. Neither does Saab
have any significant transactions with Board members or members of Group
Management.

Transactions with BAE Systems, Gripen International and other related parties
2re conducted in accordance with commercial principles.

Of the Parent Comparry's sales, 10 percent referred to sales to Group com-
panies, whife 16 percent of the Parent Compary's purchases were from Group
Companies.

Sales to and purchases from the Group's associated companies amounted to
approximately SEK 167 m. and SEX 180 m., respectively.

GROLIP COMPANIES

Significant Group company holdings

Group company's COwnerthip

registared affice, share, X
Croup company country 006 1008
Austrian Aerospace GmbH Austria 100 &0
Combitech AB Jonkdping, Sweden 100 100
Saab Barracuda AB Vistervik, Sweden 100 100
Saab Barracuda LLC usa 500 100
Saab Bofors Dynamics AB Kariskoga, Sweden 100 100
Saab Grintek Defence {Pty) Ltd South Africa &8 88
Saab Grintek Technologies (Pty) Ltd  South Africa 77 77
Saab Microwave Systems AB Méindal, Sweden 100 -
Saab Space AB Géteborg, Sweden 100 60
Saab Systems Pty Ltd Auvstralia 100 100
Saab Training Systerms AB Jankeping, Sweden 100 100
Saab Underwater Systems AB Motala, Sweden 100 100
Parent Company
SEK m. 2006 1005
Accumulaced acquisition value
Opening balance, January 1 15,851 14,832
New issues/shareholders’ contributions 337 463
Aquisitions 5052 475
Sales and fliquidatians -23 <107
Reclassifications -9 188
Closing balance, December 11 1,108 15.851
Accurmnulated impairments
Opening balance, Janvary 1 -8.061 -6,108
Impairments for the year -1,109 -1953
Closing balance, December 3% -3.170 -8.061
Reported valus, December 31 11,038 7,790

Impairment reversals and impairments for the year are reported in the income
staterent on the line "Result from shares in Graup companies”




Specification of Parent Company's holdlags of shares In Group companies

12-31-2004
Group company/Corp. ID no /Reg. offica No.of  Shars, Reported
shares x valua
AB Ceksius Finance. 556284-6047, Stockhoim 25000 100.0% k]
AerotechTelub Holding AB, 556206-7131. Arboga 500,000 100:0% 934
Celsius AB, 556194-4452, Stockhoim 28066038  100.0% 953
Celsius Imvest AB, 556164-6588, Stockholm 1,720,000  100.0% 155
Calsius Materiahakmk SMT AB. 5563546349, Linképing 20000 100.0% 9
Celsius Weapon Systems AB, 556258-2352, S1o:kholm 10000  100.0% 1
Combitech AB, 556218-6790.Vixd 500,000  1000% 934
Combitech Systems AB. 556258-8842, Joakdping 5000 100.0% 2
Cromarty Ltd, Ireland 2 1000% 16
Elesco Holding Oy, Finland 6528 1000% 90
EMC Service Elmildteknik AB, 556315-6634, Mélndal 400 100.0% 3
FFY Qrdnance AB, 556414-8194, Eskilstuna 100006 1000% 10
Glasnamanagh Hokiings L1d, lreland 10000 100.0% 7
Grpen International AB, $56628-5380, Link5ping 1,000 1000% 4
Gataverken Intaenational NV, Curzcao - 1000% 5
HS Memory AB, 556165-9326, Linkdping 1000 100.0% i
Kockums Holdings A8, 5560_36-4100. Malmd 48000 100.0% 5
Lansen Frsikrings AB, 516401-8656, Linkdging 100000 10C.0% 50
Linképing City Adrport AB, $56366-8333, Lisktiping 5000 1000% 3
MX Composites AB. 5562946857, Linkdping 538 53.8% 13
Sazh Aerospace Overseas AB, 556628-6448, Lakaping 1000 1000% 3
Saab Aircraft AB, 556061-7647, Linkdping 100000 1000% 10
Saab Autrafl Leasing Holdeng AB, 556124-3170, jrockhoim 30000  100.0% 1500
Saab Aviocomp AB, 556347.9251, Linkdoing 163000 100.0% &0
Saab Barracuda AR, 556045-7391, Viistervik W00 1000% 77
Saab Bofors Oynamics AB, 556264-6074, Karlswoga 500000 100.0% 357
Saab Communication AB, 55681-4418, Stockholm 2,000 1000% a
Saab Contracting AB, 556246-0419, Arbcga 5000 100.2% 1
Saab Danmark A/5, Denmark - 100.0% 58
Saab Dymamics AB, 556055-9591, Linkdping 1000000 000% 120
Saab Facilities Stockholm AB, 556244-5683, Ji-fita 170000 1000% 17
Saah Grntek (Pry) Ltd, South Africa {1o1al ownership
T7%. Saab South Adrica owns 363 - 11.0% m
Saab Gnntek Defence (Pty) Lid, Souwth Africa {total
ownership 88%, Grintek Group Ltd owns 51%) - 49.0% 77
Saab Hangaren Forvahning A, 556047-0873, Linkdping 2000 100.0% 2
Saab Holding 8.V, Netherands 18C  1000% 340
Saab Holdings U.S. Inc., USA 10 1000% 8
Saab Imernational AB, 356267-89%4. Stockhobn 50000 100.0% &
Sazb Microwave Systems AB, 556028-1627, Mdindal 300000 1000% 3761
Saab Myge Aen AB, 556043-5411, Nykdping 5000 100.0% 1
Sa4b Security Systems AB, 556627-4598, lafita 200000  100.0% 100
Saab South Africa (Pty) Ltd, South Africa . 1000% 405
Szab Space AB, 556134-2204, Géteborg 150000  1000% 109
Saab Supporter Ert AB, 556121-2557, Linkdpir g 1000 1000% 95
Saab Technologies Inc., LUSA - 1000% 1
Saab Training Systarng AB, 556010-2748, [Gnkdying 150000 100.0% 43
Saab UK Hekdings Ltd, England 00000 100.0% -
Saab Underwater Systems AB, 556439-6884, Motala 250,000  100.0% &9
SaabTech AB, §56450-1455, Jarfilla 3000000 1000% 343
SaabTech Electronics AB, 556017-4348, Linkiring 150,600  100.0% 18
SaabTech Systems Al 5563636785, Linkdping. 2051230 1000% 246
Sanguistech AB, 556090-7213, Eskitstuna W00 00.0% 2
Dormant companies, real estate companes, etz. - - 41
Reported value December 31 12,038

NOQTE 45

UNTAXED RESERVES

NOTES

Parent Compary
SEK m. 2006 2008
Accumulated accelerated depreciation
Buildings and land
Opening balance, January 1 177 204
Accelerated depreciation for the year -26 27
Clasing balance, December 3t 15 177
Machinery and equipment
QOpening balance, January 1 186 198
Accelerated depreciation for the year 15 <12
Closing balance, December 31 M 184
Total untaxed reserves, December 31 352 343
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NOTE 46. il ]

STATEMENT OF CASH FLOWS, SUPPLEMENTAL INFORMATION

The Group's operating cash flow and a reconciliation between operating cash

flow and cash flow for the year is shown below. Operating cash flow differs in

the following respects from the statement of cash flows on page 47:

- The establishment of the pension fund is not included in cash flow from
operating activities.

- Investments in or sales of short-term investments and other interest-bearing
financial invesiments a5 well as receivables are not included in investing actii-
ties.

The previous years statement of cash flows and operating cash flow are adjusted
accordingty.

Operating cash flow

Group
SEK m, 2006 2008

Cash flow from operating activities

Income after financial itamns 1.693 1,531
Adjustments for items not affecting cash flow 1,454 1.242
Tax paid ’ A15 110
Cash flow from operating activities befisre

changes in working capital 3,032 683
Workfing capital

Inventories etc. <767 354
Current receivables -1,700 -43
Advance payments from customers -853 481
Lease obligations -832 -1,022
Other current labilities 2,290 417
Provisions -2 -39
Change in working capital -2.063 <142
Cash flow from operating activities 949 1,541
investing activitles

Imvestments in intangible fixed assets -530 -193
Investments in tangible fixed assets 433 -296
Sale of tangibie fixed assets kil 37
Sale of jease assets 823 590
Acquisition of companias -3,403 -293
Sale of subsidiaries 19 257
Acquisition/sale of shares etc. 424 2
Cash flow from investing activities -2.869 104

Operating cash flow -1,900 . 1,645

Operating cash flow vs. statemenc of cash flows

SEK m, 2006 1008
QOperating cash flow -1.900 2645
Establishment of pension fund -2,566 -200
Investing activities — interest-bearing:

Short-term investrnents 4,868 -1.553
Financial investments and receivables -686 47
Financing activities:

Loans raised 630 -
Amartization of loans - -36
Dividend paid to the Parent Company’s sharehalders -437 -409
Dividend paid to minority interest -4 -4
Cash flow for the ysar -95 396

Supplemental information on statement of cash flows
Liquid assets
Group

SEK m. 12-31-2006  12-31-2005

The following components are included in liquid
assats:

Cash and bank balances {incl. available overdraft

facilities) 1,290 1,243
Deposits 103 81
Short-term investments equated with liquid assets - 250
Total according to balance sheet 1.393 1574
Imrediately cancelable overdraft facilities -4 -17
Total according to staterment of cash flows 1,389 1,557
Parent Company

SEK m, 123121006 11.31.7008

The following components are includad in liquid

assets:

Cash and bank balances (incl. available overdraft

facilities) 701 645
Short-term investments equated with liquid assets - 250
Total acconding to balance sheet 701 895
Tatal according to statement of cash flows ™ 895

Short-term investments have been classified as liquid assets becausa they have
an insignificant risk of fluctuating in value, are easily converitbie to cash and have
a maturity of not more than three manths from acquisition date.

Interast paid and dividends received

Group Parent Company
SEK m. 1008 1005 004 1008
Dividends received 3 18 237 65
Interest received 194 249 247 302
Interest paid 72 -144 1N 212

Total 125 123 3 155




Adjustments for items not included [n cash flow

Sale of Group companies and ather business units

NOTES

Group Parent Company Group
SEK m. 1008 2005 1004 008 SEMN m. 2004 2008
Depreciation and amor- Divested assets and labilitles
tization 955 939 220 182 Intangible fixed asse1s - B
Impairments 101 0 1.217 1593 Tangible fixed assets R 6
Changes in the value of Inventories - 13
bqohogxcal. assets -3 -4 - - Operating receivables - 8
;hanges in the valu.e of Non-current assets held for sale 85 177
investment properties - 1 - - Uiquid 24 3
Profit shares in associated quid assets
companies 3 -45 124 -47 Total assets 89 215
Dividends from associated _ Long-tarm and short-term provisions - 3
companies 3 18 ¢ ¢ ing liabilit 7
Dividends and Group un-en oper?ung aotiies i
contributions from Group Liabilities attributable to non-current assets held
companies - - -1,095 1,391 for sale 37 "
Capital gain on sale of Total provisions and liabitities 37 1"
tangible assets -187% -248 - -
Provisions 618 471 107 N Sales price 243 260
Provisions for pensions S 105 -33 65 Purchase price received 243 260
Other -6E -5 . .
Less: Liquid assets in divested operations -24 -3
Total 1.45¢ 1,242 292 773 Eifect on liquid assets 219 267
Effect on Group's net liquidity Uy 257
Acquisitions of Group companies and cther business unies
Group - .
Acquisitions of assats/liabilities and operations
SEK m. 1006 2003 Parent Company
Acquired assats and liabilicies SEK m. 2004 100%
Intangible fixed assets 2600 87
Acquired assats and llabilities
Tangible fixed assets 226 m | ible fixed 55
Financial fixed assets 83 20 -;:\tan.isl ef I:d ass:ts 341. 81
n
Defarred tax assets 16 23 : g ‘el :( dasse 5 1
eventorics 204 133 I manc:a‘ Ixed assets 599 1347
t .
Operating recervablas 1.823 653 (;ven o.nes vabl 1108 1364
Liquid £ssets 611 m perating recelvadles : :
Liquid assets
Total assets 4,965 1,569
Total assets 2,053 2,858
tzng-term .and shor;—ter.m ;I).ru\'lll.s!ons 3 20; Provisions 373 156
- r;g-te:"n thr:T ezring liabilities 56(; 8 Loans 971 174
elerred tax lability ‘ i Cperating iabilities 709 2528
Current interest-bearing liabifities 21 16 . —
Current operating Fabilities 990 617 Total provisions and liabilities 2,053 2.858
Total provisions and liabilities 1,872 913
Purchase price paid -4,016 -421
Less: Liquid assets in acquired operations 613 232
Effect on liquid assets -3,403 189
Interest-baaring liabilities -2 -104
Effect on net liquidity
{liquid assets less interest-bearing liabilities) -3,424 -193
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NOTE 47 , o]

INFORMATION ON PARENT CCOMPANY

Saab AB (publ} is a limited company registered in Sweden, with its registered
office in Link&iping. The Parent Company’s shares are registered an the OMX
Stockhoim Exchange. The address of the head office is Saab AB, Box 70363,
SE-107 24 Stockholm, Sweden.

The consolidated accounts for 2006 comprise the Parert Company and its
Group companies, together referred to 2s the Group. The Group atso includes
the haldings in associated companies anc joint ventures.

NOT 4O ] ]

ENVIRONMENTAL REPORT

Production of aircraft and aircraft ¢compenents by the Parent Company, Saab AB,
in the Tannerfors industrial zone in Link)ing ts subject o licensing according to
the Swedish Environment Code due to tne surface treatment processes, fmanu-
facture of composite material, handling of chemical substances, airport operation
and the size of the manufacturing facilities. The environmental impact of these
operations primarily arises from emissions of organic solvents (VOC) inta the
atmosphere and of metals into waterways, the generation of industrial wastes
and noise disturbing local surroundings, The operations subject to licensing pre-
dominantly entail manufacturing. The National Licensing Board for Emvironmental
Protection grantad the licanse for aircralt manufacture in 1990

Saab AB has operations invohing the manufacture of systems and aircraft
equiprment in Jirfifa and J5nk&ping that are akso subject to licensing according
to the Environment Code. In Jarfilla, the licensing requirement is due to surface
treatrnent processes and the size of the manufacturing facilities. ln Jénkdping, the
licensing requirernent is due to o consumption and the size of the manufactur
ing facilities. The environmental impact of these operations primarity arises from
ermissions of organic solvents (VOC) into the atmosphere and of metals into
watensays, The operatians in [Snkdping subject to licensing predominantly entail
manufacturing. The National Licensing 8¢ard for Emvimnmental Protection gran-
ted the license for the Jirfiilla operations in 1990.The operations in J8rkSping
will be evaluated according 10 the Environment Code in 2007,

Saab akso has operations subject 10 lizensing according in Malmslaty, in
the munidipality of Linkdping, as well as in Arboga due to surface treatment
processes (Malmslitt) and to the size of the manufacturing faciliies, firing range
activities and the pretreatment of electronics (Arboga). The environmental
impact of these operations primarily arizes from emissions of organic solvents
(VOC) into the atmosphere and of rmetals into waterways, 25 well as industrial
wastes and noise. The operations subject ta licensing in Malmsldtt predominantly
entail manufacturing The license for the cperations in Malmslate was granted by
the County Administrative Board in 1993, and the license for the opsrations in
Arboga was granted by the County Adnvinistrative Board in 1994,

The operations carried on by Link8ping City Airpart are subject 1o kcensing
according 1o the Environment Code an] are covered by the permit issued by
the National Licensing Board for Environmental Pratection in 1990 for Saab's
collective operations in Tannefors industrial site in LinkBping. This perrmit also
covers the operations of 52ab Bofors Dynamics and Saab Space in the same
area, despite that they are not subject to licensing and netification requirements
according to the Ervironment Code,

Saab Bofors Dynamics and Saab Bofiars Testcenter carry on operations in
Karkskaga that are subject 1o Jicensing according to the Environment Code.
Sazb Bofors Dhymarnics and 5aab Undenwater Systerns carry on aperations in
Eskilstuna and Motala, respectively In addition, Saab Barracuda AB carries on
operations subject to licensing in Gamle by,

The environmental impact from subsidiaries subject to licensing primarily
consists of emissions of VOCs and from aircraft into the atmosphere, emissions
of metals and deicing solvents into waterways, generation of industrial wastes
and noise disturbing lotal surroundings.

Qperations subject to notification regquiraments

Saab AB has operations in Kista and Ostersund that are subject to notification
requirements in accordance with the Environment Code. The Group ako has
operations subject to notification requirements in three Swedish subsidiaries:
Saab Microwave Systems and Saab Space in Géteborg and Saab Training Systans
in Huskvarna. The enviroamental impact of these operations is very limited.

Permit applications and pll
No permit applications were assessed in 2006. In 2005, Saab AB submitted so-cal-
led IPPC reports to the supervisory authorities for the aperations conducted by
Saab Aerotech and Saab Aerostructures in Malmslitt and Tannefors. respectivedy
This requirement applies to ¢ertain operations that received perrnits before the
Emvironmental Code took effect. No decisions from the supervisory authority
owing 1o these reports are currently on record,

With the excepticn of a few exceeded limits, Sazb AB and its subsidiaries did
not exceed any conditions of their permits during the year.

Soil contaminacion

Saab surveys its operations and properties, histarical and current, 1o assess the
risk that Saab or its subsidiaries are exposed due to soil contaminatian, When

contamination is identified, liability is investigated and an overall enviranmental
risk assessment is made. Information on contaminated areas is documented on
an ongoing basis.

In fiscal year 20035, 5aab allocated provisions of SEX 82 m. to treat contamina-
ted areas over a period of ten years. Remediation measures were implemented
in Kariskoga in 2006 for approximately SEK 5 m.In 2007, needed remediation is
estimated at SEK 16 m. for areas in LinkBping, Karlskoga and Lindesberg. The cost
to identify, classify and investigate contaminated areas & estimated at SEK 0.5 m,
per year,

Cheamicals, producer responsibility and climate Issues

Saab AB has received an exemption from the Swedish National Chamicals
Inspectorate for use of trichloroethylene at the glants in Lirk3ping, Jirfdlla and
Mabmslitt. (n 2007, changes will be made in the way trichloroethylene is handled
1o meet the VOU directive,

During the year, the intranet-based chemnical data system, SaabChem/SOC,
was converted to a shared system for all units of Saab AB and a number of
subsidiaries. The goal is that the system will serve the entire Saab Group,

Saab is carefully monitoring the EU's new chemicals law, REACH (Registration,
Evaluation & Authorization of Chemnicals), through participation in various groups
within the Confederation of Swedish Enterprise and ASD (AeroSpace and
Defence industries in Europe). Morsaver, the Saab Group has formed a special
chernicals group that will support the business units as they adapt to REACH,

The type of products developed and marketed by Saab ¥ not encompassed
by the EU's WEEE or RoHS directives with a few exceptions. WEEE covers pro-
ducer responsibility Tor certain types of slectronic products, and RoHS$ ¢ontains
restrictions on the use of hazardous substances in elecronic products. Singe
RoHS creates market pressure 10 replace !ead, cadmium, hexavalent chromium
and bromated flame retardants in electronic products, Saab has formed a special
Technital Transfer Group (TTG RoHS) to menitor developments in technology
and methodalogies ta replace the substances in question.

Saab AB and its subsidiaries have joined the REPA. register to mest producer
responsibility requirernents for packaging,

Saab works actively with climate issues in part by identifying its contribution
o the greenhouse effect and in part by improving energy efficiency A number of
projetts are conducted each year to improve efficiency in the use of electricity
and heating energy.

Environmental management irsues

1SO 14001 certified environmental managernent systems are usad by Combi.
tech, Saab Aerctech, Saab Barracuda, Saab Bofors Dynamics, Saab Bofors Test
Ceniter, Saab Communication, Saab Microwave Systems, Saab Space, Saab Training
Systemns, Saab Underwater Systems and 5a2b Support The majority of other
businass units are well-adapted to SO 14001,




The emdronmental management systerns are integrated in the operations mana-
gement systems of the various business units. Emironmental improvements are
made an an ongoingbasis through continuaus improvements and management
by objectives,

Environmenta! policy

Through well-strectured environmental wark and ¢ontinuous improvements,
the emvironmental impact from plants, preducts and services is reduced as far as
technically possible and economically feasible,

This is achieved by:

+ Introducing operating systems that meat the requirements of the 150
14001:2004 environmental manageme 1t system,

+ Identifing and minimizing the risk for the environment of products and
operations

+ Reducing the use and emission of hazardous substances/materiais as well as
more efficiently consuming anergy anc natural resources

= Following applicable laws and other re juirerments in the ervironmental area
+ Demonstrating openness and commuricating our ervironmental wark

NOTE 49 SN
EXCHANGE RATES FOR SEK USZD
IN FINANCIAL STATEMENTS

Year-end rate Average rate

Country 2004 008 20046 2005
Australia AUD 1 5.44 5.83 5.55 570
Denmark DKK 100 12135 126.40 12408  124.60
Euro EUR 1 9.05 9.43 2.25 9.28
Japan Y 100 5.78 678 635 578
Canada CaD 1 592 6.84 6.50 6.18
Norway NOK 100 109.45 11760 11504 11601
UK GBP 1 13.49 1373 1358 13.58
South Africa ZAR 100 9.00 12600 10981 17.42
USA UsD 1 6.87 795 7.38 7.48

DEFINITIONS OF KEY RATIOS

Operating margin
Operating income as a percentage of sales.

Capital employed
Total capital less non-interest-bearing habilities.

Pra-tax return on capital employed
Operating intome plus financial income as a percentage of average capital

ermployed,

After-tax return on squlty
Net income for the year as a pertentage of average shareholders’ equity.

Proftt margin
Operating income plus financiat income as a percentage of sales,

Cagpltal turnover

Sales divided by averags capital employed.

Nace liquidicy
Short-term investments and liquid assets less interest-bearing liabilities,

Equity/assets ratio
Shareholders' equity in relation to total assets,

Intarast coverage ratio
Operating income plus financial income divided by financiat expentes.

Earnings per share
Net income for the year attributable 1o Parent Company shareholders’ interest,
divided by the average number of shares.

Equity par share
Shareholders' equity divided by the number of shares at the end of the peried.

NOTES

1
‘NOTES
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Dividend motivation

The Board of Directors’ stztement according to chap. 18, § 4 of the Companies Act

with regard to the proposed dividend — Saab AB

Saab is one of the world's leading high-technology compa-
nies, which means that its operations are distinguished by
complex development assignments on the cutting edge of
technology. During the year, the Group conducted signifi-
cant development projects and managed the risks associ-
ated with them with great success. See also Note 2 Critical
estimates and assumptions in the annual report.

The Board of Di.rectors’proposed dividend amounts to
SEK 4.25 per share, corresponding to a total dividend of
SEK 464 m, Unrestricted equity amounts to SEK 3,548 m.
in Saab AB and profit and loss carried forward in the Group
before the paid dividend SEK 7,449 m.

Net income for the year attributable to Parent
Company’s shareholders amounted to SEK 1,300 m. for
the Group and SEK 1,020 m. for the Parent Company. The
proposed dividend represents 36 percent of the Group’s
income, which means that the proposal falls in the range
of 20 - 40 percent over a business cycle, as stipuated in
the dividend policy Saab laid down at the time of its initial
public offering in 1998.

After paying the dividend, the Group’s equity/assets
ratio amounts to 30 percent, compared with the long-term
objective of 30 percent. Since the IPQ, the equity/assets
ratic has risen from 22 percent to 31 percent in 2006. The
average equity/assets ratio for Swedish engineering compa-
njes was 39 percent in 2005.

The Group’s gross capital expenditures in 2006 amounted
to SEK 433 m., which is considered a good approxima-
tion of annual future investments in tangible fixed assets.
Investments are also made in research and development,
which in 2006 amounted to SEK 981 m., of which

SEK 463 m. was capitalized in the balance sheet.

Saab's financial position is strong. The Group has no
net indebtedness, Its interest-bearing assets less interest-
bearing liabilities including provisions for pension commit-
ments amount to SEK 605 m. Considering Saab’s financial
strength, the proposed dividend is not expected to affect
the ability to fulfill the Group’s commitments in either the
shert or long term.

The proposed dividend is considered justifiable with regard
to what is stated in chap. 17, § 3, paragraphs two and three
of the Companies Act (2005:551):

1. the demands that the company’s nature, scope and risks
place on the size of its shareholders’ equity, and

2. the company’s consclidation needs, liquidity or financial
position in other respects.

The Board of Directors of Saab A8




PROPOSED DISPOSITION OF EARNINGS

Proposed disposition of earnings

The Board of Directors and the President propose that the
unappropriated eamnings in the Parent Company at disposal
of the Annual General Meeting, amounting to:

SEK

Retained eamings
Net income for the year
Total

To be disposed as follows:

To the sharehclders, a dividend of SEK
4.25 per share

Funds to be carried forward
Total

1.527.573.697
1.020,485,647
3.548,059,344

463.888.962
3084170382
3.548.059.344

After the proposed disposition, shareholders’ equity in the
Parent Company will be as follows:

SEK

Capital stock 1.746,405,504
Statutory reserve 542471135
Revaluation reserve 739.997.000
Retained earnings 3084,170,382
Total - 6113044021

The company’s policy is to issue a dividend of 2040
percent of net income over a business cycle. The Board of
Directors and the President propose that SEK 464 m. (437),
or SEK 4.25 per share (4.00), corresponding to 36 percent
(37) of the Group’s net income for the year, be issued as a
dividend. Saab’s equity/assets ratio is currently 30.6 percent
(31.0) and after the proposed disposition of earnings will be
29.6 percent (30.0).

The Board of Directors and the President certify that, to the best of our knowledge, the annual accounts have been prepared in accordance with generally accepted ac-
counting principles for a stock market company, that the information presented is consistant with the actual conditions and that nothing of material value has been omitied
that would affect the picture of the company presented in the annual accounts,

Lennart Johansson

George Rose

Lars HBdk

Linkésping, February 15, 2007

Marcus Wallenberg
Chairman

Erik Belfrage

Stephen Henwood Peter Nygirds

Lena Treschow Torell Per-Arne Sandstrom

Ragnar Ludvigsson

Claes Trolle Ake Svensson
President and CEQ
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Auditors’ report

To the Annual General Meeting of the shareholders of Saab AB (publ),

corporate identity number 556036-0793

We have audited the annual accounts (included in the
printed version of this document on pages 26-107), the
consolidated accounts, the accounting records and the
administration of the Board of Directors and the President
of Saab AB {publ) for the year 2006. The Board of Direc-
tors and the President are responsible for these accounts
and the administration of the company as well as for the
application of the Annual Accounts Act when preparing
the annual accounts and the application of international
financial reporting standards IFRSs as adopted by the EU
and the Annual Accounts Act when preparing the consoli-
dated accounts. Our responsibility is to express an opinicn
on the annual accounts, the consolidated accounts and the
administration based on our audit,

We conducted our audit in accordance with generally
accepted auditing standards in Sweden. Those standards
require that we plan and perform the audit to obtain reason-
able assurance that the annual accounts and the consoli-
dated accounts are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting
the amounts and disclosures in the accounts. An audit also
includes assessing the accounting principles used and their
application by the Board of Directors and the President
and significant estimates made by the Board of Directors
and the President when prepazing the annua accounts and
the consolidated accounts as well as evaluating the overall
presentation of information in the annual accounts and
the consolidated accounts. As a basis for our opinion con-

cerning discharge from liability, we examined significant
decisions, actions taken and circumstances of the company
in order to be able to determine the lability, if any, to the
company of any Board member or the President. We also
examined whether any Board member or the President has,
in any other way, acted in contravention of the Companies
Act, the Annual Accounts Act or the Articles of Association.
We believe that our audit provides a reasonable basis for
our opinion set out below.

The annual accounts have been prepared in accordance
with the Annual Accounts Act and give a true and fair view
of the company’s financial position and results of opera-
tions in accordance with generally accepted accounting
principles in Sweden. The consolidated accounts have
been prepared in accordance with intermational financial
reporting standards IFRS as adopted by the EU and the
Annual Accounts Act and give a true and fair view of the
Group's financial position and results of operations. The
statutory administration report is consistent with the other
parts of the annual accounts and the consolidated accounts.

We recommend to the Annual General Meeting that
the income statements and the balance sheets of the Parent
Company and the Group be adopted, that the profit of the
Farent Company be dealt with in accordance with the pro-
posal in the administration report and that the members
of the Board of Directors and the President be discharged
from liability for the financial year.

Linkdping, February 15, 2007

Ernst & Young AB

Bjérn Fernstrdm
Authorized Public Accountant

Delcitte AB

Tommy Mirtensson
Awthorized Public Accountant




MULTI-TEAR OVERVIEW

Multi-year overview

SEK,m.unless,otherwise indicated" 2006 1005 20045 2003 1002 2001 1000
Crder boakings 27,578 17.512 16,444 19.606 19,521 15,274 28141
Order backleg at year-end 51,099 42,198 43162 45635 43082 40034 41091
Net sales 21,063 19,314 17,848 17,250 16,538 15,68% 17,840
Foreign market sales, % 65 56 48 4 4 40 48
Defense sales, % 79 82 80 80 76 70 62
Operating income 1,745 1,652 1.853 1,293 1.210 1.594 1533
Qperating margin, % 83 g5 104 75 74 102 8.6
Operating margin before depreciation excluding
leasing, % 120 1.3 131 111 1.2 14.4 135
Income after financial tems 1.693 1,551 1712 1073 993 1.554 1.448
MNet income for the year 1347 1,199 1310 746 732 1127 1038
Total assets 32771 30,594 27,509 28,704 28,109 23901 31.119
of which Saaby Aircraft Leasing 3397 4387 5314 s181 4,869 5,445 6456
of which advance payments, net 3,642 3528 2,860 3950 3775 4,194 3619
of which sharehclders' equity 10,025 9,493 gan 7,003 6833 6,679 5,670
equity per share, SEK® 89.80 84.10 7489 65.75 6417 62.74 53.26
Net debt/liquidity -261 5,144 3 3149 2,655 2935 1.99%
Net liquidity including interest-bearing receivables
and after decuction of provisions for pensions 805 2856 1 495 352 885 415
Cash flow from operating activities 63 251 865 1348 1.060 1973 1,406
Operating cash flow -1.900 2645 315 545 92 1,642 -1,308
Average capital employed 12,789 12,925 12,386 11,629 11926 12,253 12,183
Return an capital employed, % 14.5 146 173 127 116 155 14.6
Return on equity, % 138 135 167 108 108 183 200
Profit margin, % 8.83 9.73 1.74 85 8.4 121 100
Capital tumnover rate, muttiple 165 149 147 148 1.39 128 146
Equity/assets ratio, % 305 3.0 299 244 243 223 18.2
Interest coverage ratio, % 1347 608 608 370 355 550 532
Earnings per share, SEK? 1191 10.89 11.78 7.00 6.87 10,59 9.75
Earnings per share after dilution, SEK* 11.91 1089 11.78 651 678 10,40 9.58
Dividend, SEK® 4125 4.00 375 350 3.50 125 300
Capital expenditures for plant and equipment, gross 433 296 348 472 623 532 1077
Research and development costs 1537 3,546 3529 3650 4138 3,819 3.808
Number of employees at year-end 13577 12830 11936 13414 14,0356 14028 15453

" For defiutions see Note 50.

B Number of shaces as of December 11, 20041006 109.150.344, 2003: 106.517.561. 2002: 106510374 and 2000-200%; 106.452.575

3 Averags nurber of thares 2005-2006: 109.150.144, 2004; 108 234.126, 2003: 104,511,969, 2002 105487 407 and 2000-2001: 106.459.675

“ Average number of shares 2005-2006: 107.110.344, 2004: 108.234.126, after didution 2000-2003: 109.247.175. Conversion of debentura loan concluded juty 15,2004,
" Rasured acconding to IFRS. previcutly nat restated.

% 2006 proposed dividend
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Corporate

CORPORATE GOVERNANCE REPORT

Governance Report

Introduction

Saab AB is a Swedish public lirnited liability company
govemed by Swedish law. Saaby’s corporate governance is
based on Swedish legislation, primarily on the Swedish
Companies Act, on the listing contract with the OMX
Stockholm Stock Exchange - vhich also includes the Swe-
dish Code of Corporate Governance — and other relevant
laws and guidelinés.

Saab strives to maintain the highest standards in its
corporate governance. Effective corporate governance con-
stitutes a way to further improve Saab’s competitiveness
and increase trust in the company in the capital markets.
This means inter alia that the Group maintains effective
governance procedures and routines.

Swedish Code of Corporate Governance

According to the listing requirements of the OMX Stock-
holm Stock Exchange, all Swedish companies that are
registered on the OMX Stockholm Stock Exchange with a
market capitalization exceeding SEK 3 billion shall apply
the Swedish Code of Corporate Governance (the“Code”)
as of July 1, 2005.

Saab, whose shares are listed on the OMX Stockholm
Stock Exchange, thus applies the Code. The Code requires
the annual accounts to be supplemented by this corporate
governance report, which describes how Saab has app-
lied the Code during the financial year 2006. The Annual
General Meeting will also be planned and carried out in
accordance with the provisions of the Code. Saab’s website
has a special area for corporate governance issues, which is
continuously updated in accordance with the Code.

The Board shall annually issue a report on how the
internal controls concerning financial reporting are organi-
zed. The report forms a part of the Corporate Governance
Report and can be found at the end of this report.

This corporate governance report has not been reviewed by
the company’s auditors.

Nomination Committee

At Saab’s Annual General Meeting in April 2006, it was
resolved that Saab shall have a Nomination Commit-

tee consisting of one representative of each of the four
shareholders with the greatest number of votes, along with
the Chairman of the Board. The names of the four owner
representatives and the names of the shareholders they
represent shall be announced at least six months befere the
annual shareholders meeting 2007 and shall be based on
the known voting figures immediately before the announce-
ment. The resolution includes procedures, if need be, for
replacing a member that leaves the committee before the
work has been compieted.

The Nomination Committee shall make recommendations
for the following issues, to be presented to the annual
shareholders meeting 2007 for resolutions:

(a) a recommendation for Chairman of the shareholders

-
i
i
meeting, ;

(b} recommendations for the Board of Directors, D

{¢) a recommendation for Chairman of the Board,

(d) recommendaticns for the remuneration to the members
of the Board, ailocated among the Chairman and the
other members of the Board and remuneration for
committee work,

{(e) a recommendation for election of auditors,
(f) a recommendation for audit fees, and

() recommendations for appointment of a new
nomination committee for the Annual General Meeting
2008.

Before the Annual General Meeting of Saab AB on April
12,2007, it was announced in a press release on October
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9, 2006 that, in addition to the Chairman of the Board of
Directors, Marcus Wallenberg, the following sharehol-
der representatives were appointed members of Saab’s
Nomination Committee {the names of the shareholders are
set forth in parentheses): Lars Wedenbom (Investor), Peter
Wallenberg Jr (Knut and Alice Wallenberg Foundation),
Mats Lagerqvist (Robur) and Christer Elmehagen (AMF
Pension}. Lars Wedenborn is the Chairman of the Nomina-
tion Committee.

These persons represent in the aggregate approxima-
tely 50 percent of the number of votes in Saab according
to the VI’C's share register as per September 29, 2006. BAE
Systerns has waived the right to representation on the
Nomination Cormmittee,

The recommendations of the Nomination Comunittee
are to be presented in connection with the notice of the
Annual General Meeting 2607.

Board of Directors

Composition of the Board of Direc tors

According to Saab’s articles of association, the Board of
Directors shall, in addition to the employee representatives,
consist of at least six and not more than twelve members and
no deputy members. Members of the Board shall be elected
annually at the Annual General Meeting. Saab’s Board of
Directors consists of nine members elected by the sharehol-
ders meeting and three members, with an equal number of
deputies, appointed by the employee organizations.

At the Annual General Mezting on April 5, 2006, Erik
Belfrage, Stephen Henwood, Feter Nygdrds, George Rose,
Per-Ame Sandstrdm, Lena Treschow Torell, Marcus Wal-
lenberg and Ake Svensson were re-elected, while Lennart
Johansson was elected as a new member. Marcus Wallen-
berg was elected Chairman of Saab. Only Ake Svensson,
President of Saab, is employec| by the company.

Information on the remuneration to the members of the
Board resolved by the Annual General Meeting in 2006 is
set forth in the annual accounts, Note 37,

Members of the Board efected by the Annual General Meeting
Marcus Wallenberg, Chairman of the Board Peter Nygards

Ake Svensson George Rose
Erik Belfrage Per-Arne Sandstrdm
Stephen Henwoed Lena Treschow Torell

Lennart johansson
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Empioyee representatives and debuties

Members: Deputies:

Lars Haak Stefan Hansson
Ragnar Ludvigsson Conny Holm
Claes Trolle johan Léfling

Independence requirement

The following table sets forth the members of the Board
elected by the shareholders meeting who according to

the definition of the Code are considered independent in
relation to the company and the management, as well as in
relation to the company’s major shareholders.

(ndepandent of cha Independent of targer
Marcus Wallenberg No No
Ake Svensson No Yes
Erik Belfrage No MNo
Stephen Henwood Yes No
Lennart Johansson Yes No
Peter Nygirds Yes Yes
George Rose Yes No
Per-Arne Sandstrém Yes Yes
Lena Treschow Torell Yes Yes |

Accordingly, the company fulfils the requirements of the
Code that a majority of the Board members appointed by
the Annual General Meeting are independent of the com-
pany and the management, and that at least two of these
are independent of the company’s larger shareholders.

Work af the Board of Directors
According to the rules of procedure adopted by the Board,
five ordinary meetings are normally held each year, in ad-
dition to the statutory meeting. The Board may also meet
whenever circumstances demand. During 2006, the Board
held one statutory meeting, five ordinary meetings and
three extraordinary meetings.

The Board members were present at the Board meetings
of 2006 according to the following,

Members’ attendance at a total of nine meetings

Marcus Wallenberg” 7
Ake Svensson 8
Erik Belfrage 8 |




Stephen Henwood
Lennart Johansson™
Peter Nygards
George Rose
Per-Arne Sandstrém
Lena Treschow Torell

~N o U @

° Conflict of imerest at two meetings
™ Elected in April 2006

Anders Scharp, who left the Board in April 2006, participa-
ted in two meetings.

The Board of Directors annually adopts rules of proce-
dure and an instruction regarding the allocation of work
between the Board of Directors and the President and
CEQ, as well as an instruction for financial reporting to the
Board of Directors.

The rules of procedure contain, inter alia, provisions
regarding the number of meetings to be held, a list of the
matters to be considered at Board meetings, reporting
from the auditors and the special decisions to be taken
at the statutory meeting. The nules of procedure and the
special instruction to the President set forth the allocation
of responsibility among the Board of Directors and its two
committees, the Remuneratior: Committee and the Audit
Committee, as well as between the Board of Directors and
the President. The instruction 1o the President sets out the
President’s duties and authority. The instruction also inclu-
des policies for investments, financing and reporting.

The Board of Directors has during the course of the
year been assisted by the Board Secretary, General Counsel
Anne Gynnerstedt, who is not a member of the Board.

In 2006, the Board of Directors considered the establish-
ment of budget and business plan, Saab’s strategic focus on
increased internationalization and civilian security, struc-
tural and acquisition issues, improved efficiency and cost
reduction, as well as the most important goals of the opera-
tions. One extraordinary Boarc meeting was devoted solely
to the company’s strategy. Two extraordinary meetings were
devoted to company acquisitiens. In order to increase the
Beard members’ knowledge atout the company, a Board
meeting was held at one of Saab's subsidiaries, at which a
tour of the facilities was arranged.

CORPORATE GOVERMNANCE REPORT
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The Audit Committee

The Board of Directors has appointed an Audit Committee
consisting of four members. The work of the Audit Com-
mittee is mainly of a preparatory nature, i.e., it prepares
matters for the ultimate resolution by the Board of Direc-
tors. However, the Audit Committee has the power to
make decisions within some issues in limited areas.

The Audit Committee has since the Annual General
Meeting in April 2006 consisted of the following members:
Peter Nygérds (the Chairman of the Committee}, Marcus
Wallenberg, Per-Ame Sandstrém, and Lennart Johansson,
of whom Peter Nygérds and Per-Arne Sandstrém are inde-
pendent of the company and the management as well as of
the larger shareholders of the company.

The Audit Committee’s assignment is set forth in the
Board's rules of procedure, The Audit Committee shall,
inter alia, be responsible for preparing the work of the
Board in ensuring the quality of the company’s financial
reporting, assist the Nomination Committee in making
its recommendations for auditors and audit fees, monitor
audit orientation and coordinate between the external and
internal audits, evaluate the external audit and review the
effectiveness of the internal systems of control of the finan-
cial reporting. Both the external and the internal auditors
of the company are co-opted to the meetings of the Audit
Comumittee.

The Audit Committee keeps minutes of its meetings,
which are promptly communicated to the other members
of the Board.

4

one extra meeting. |

Members’ attendance at a total of four meetings

Peter Nygdrds 3
Marcus Wallenberg” 2
Per-Arme Sandstrom 4
Lennart Johansson® 2

* Elected in April 2006

Anders Scharp, who left the Audit Committee in April
2006, participated in one meeting,
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Remuneration Commitiee

The Board of Directors has appointed a Remuneration Com-
mittee consisting of three members: Marcus Wallenberg,
Chairman, George Rose and Lena Treschow Torell.

The Remuneration Committee is responsible for prepa-
ring matters concerning remuneration principles, including
programs for variable salaries and pension terms to the
group management. All decisions regarding such principles
shall from 2006 be made by the Annual General Meeting in
accordance with a recommendation by the Board. Matters
concerning employment terms, compensation and other
benefits of the President are prepared by the Remuneration
Committee and adopted by the Board. The Remuneration
Committee has no decision-making powers of its own.

‘The Remuneration Committee keeps minutes of its
meetings, which are promptly communicated to the other
members of the Board.

In 2006, the Committee held two meetings.

Members’ attendance at a total of of two meetings
Marcus Wallenberg 1
George Rose 2
Lena Treschow Torell" -

* Elected in April 2005

Anders Scharp, who left the Remuneration Committee in
April 2006, participated in one meeting,

Evaluation

The Chairman of the Board annually performs an evalua-
tion of the quality of the work of the Board and the Board
meetings by having the members fill out a questionnaire,
which is also compared with the previous years'results. The
result of the evaluation is then discussed by the Board. The
Nomination Committee is alse informed of the results of
the evaluation.

President and CEO

President Ake Svensson is also a member of the Board of
Directors. His significant professional commitments out-
side the company, work experience, etc. are set forth in the
presentation of the Board of Directors. Ake Svensson does
not own shares in any enterprises with which Saab has
material business ties.

Companies Auditors

On behalf of the shareholders and in accordance with cur-
rent laws and regulations, the external auditors examine
the accounts, closing of the books, the annual report and
the administration and management of the company by the
Board of Directors and the President. In addition, the semi-
annual report has been briefly examined by the company’s
auditors.

The Annual General Meeting elects auditors for a term
of four years. The auditors elected by the Annual General
Meeting are the registered accounting firms Emst & Young
and Deloitte (formerly Deloitte & Touche).

Emst & Young AB was elected in 2003 as main auditor
of Saab AB for the term 2003-2006. The firm is a member
of Ernst & Young’s global organization with operations in
approximately 140 countries. The auditor in charge, Bjom
Fernstrdm, is auditor for, amoeng other companies, AMF
Pension, If Skadeforsékring Holding, Munters, Nordnet
and OMX. Bjérn Fernstrém was also elected deputy auditor
for Saab between 1993-2002.

Deloitte AB was elected in 2005 as auditor for the
term 2005-2008. The firm is a member of Deloitte’s glo-
bal organization with operations in approximately 140
countries and 135,000 employees. The auditor in charge,
Tommy Martensson, is auditor for, among other companies,
Fortum, Industrifonden and Max Matthiessen. He also has
experience as an auditor for SAE Telenor, SJ and Tele2.

Both Ernst & Young and Deloitte have competence and
experience in areas important to Saab: auditing of large,
listed companies, accounting issues, industry experience
and international businesses.

The Audit Committee is responsible for ensuring that
the independent position of the auditors is maintained,
inter alia, by staying informed of ongoeing consulting assign-
ments. The Audit Committee has also established guide-
lines for the services other than auditing that the company
may procure from its auditors.

Emst & Young and Deloitte have in the past three years
carried out services on behalf of the company in addition
to their audit assignment concerning consultations closely
associated with the audit, accounting and tax issues in
connection with acquisitions and restructurings. The cost of
these services in 2006 amounted to SEK 7 million and SEK
1 million.



Principles for remuneration and other benefits to
members of the senior management

Senior management remuneration

Under Swedish law, the Board of Directors must draft
principles prior to Annual General Meeting for determining
the salaries and other remuneration to the President and
CEO and other members of the senior management of the
company. The Annual General Meeting in 2006 adopted
the proposal presented by the Board concerning such
principles for remuneration and other benefits to Group
Management and other senior executives. This group com-
prises the President and CEO and other members of Group
Management and is identified on Saab’s website.

Saab shall offer market termns, enabling the company to
recruit and retain senior executives. To the extent possible,
remuneration structures shall be characterized by predic-
tability with respect to both the cost for the company and
the benefit for the employee and be based on factors such
as position, competence, experience and performance.
Benchmarking is used relative to comparable industries
and markets.

The remuneration principles may vary depending on
local conditions.

The Board’s proposal is based mainly on agreements in
effect between Saab AB and individual managers. No board
fees are paid for the participation by members of Group
Management on the boards of the business units.

The Remuneration Committee is responsible for deve-
lopment and review of remuneration and other employ-
ment terms for Group Management.

Remuneration

Cash remuneration consists of fixed and variable salary. The
fixed salary is reviewed biannually as per January 1 for the entire
Group Management, while the variable component is governed
by an agreement made annually with each executive.

The variable salary for the President is based on the
extent to which predetermnined quantitative and qualitative
goals are reached. Mainly quantitative goals apply to the
rest of Group Management.

The variable component amounts to not more than 50
percent of the fixed salary of the President and between
25 percent and 35 percent of the fixed salary of the rest of
Group Management.

CORPORATE GOYERNANCE REPORT

All executives in Group Management have the right to a
comparny car according to Saab regulations.

Pension

For pension agreements entered into after January 1, 2005,
the pension age is 62. In addition to the ITP agreement,
the pension is part of a defined contribution plan where
provisions are made annually. For the President and CEOQ,
the provision is equivalent to 35 percent of his fixed salary.
and for other executives the percentage is based on a set
of regulations in the so-called Saab plan. The percentage is
dependent on the number of years remaining until the age
of retirement upon joining the plan.

Miscelangous terms
All executives in Group Management, including the Pre-
sident, may terminate their employment with six months’
notice. If employment ends at Saab’s initiative, the notice
period is also six months, and in addition to salary during
the notice period severance equal to one annual salary is
paid. One additional annual salary may be payable if no
new employment has been cbtained in the first 18 months.
With respect to employment agreements made after
January 1, 2005, if employment terminates at Saab’s initia-
tive a maximum severance pay of 18 months is applied in
addition to the six-month notice period. Termination pay
and severance will be deducted against income from other
employment during the comresponding time. )
Saab has no other incentive programs for the Board of 1
Directors or the senior management than those described
above,

Audit fees
Saab’s auditors receive a fee according to approved invoices
as resolved by the Annual General Meeting.

Financial reporting

The Board documents the manner in which it ensures the
quality of the financial reports and how it communicates
with the company’s auditors.

The Board ensures the quality of financial reporting
through its Audit Committee, according to the report sub-
mitted above. The Audit Committee considers not only criti-
cal accounting questions and the financial reports presented by
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the company, but also matters of internal contrel, regula-
tory compliance, petential material uncertainty in reported
values, post-statement events, changes in assessments and
evaluations and other circumstances that may affect the
quality of the financial statements. The auditors participate
in all meetings of the Audit Committee except when the
election of external auditors is discussed.

The entire Board reviews the interim reports before they
are presented.

As to communication with the auditors, the company’s
auditors attend the Board meeting at which the annual
accounts are approved, according to the Board's rules of
procedure.

The Board has met with the auditors to discuss their re-
view of the company for the £nancial year 2006. The Board
has also met on one occasion with the auditors without the
presence of the President and CEO or other person from
Group Management.

The Board’s report on internal control of the financial
reporting

According to the Swedish Cornpanies Act and the Swedish
Code for Corporate Governance, the Board is responsible

for the internal control. This report on intemnal control of the
financial reporting has been drafted on the basis of the Code.

Control environment and corporcte governance

Saab’s system for internal control is designed to achieve
the targets of the operations and manage risks. The system
allows for a reasonable but not absolute insurance against
material errors in the financial reporting.

The allocation of responsibilities is based on the Board’s
rules of procedure, which set forth the definition of the
roles, responsibilities and activities of the Board and the
President.

The internal control is based on Saab's organization,
where operational responsibilities and powers have been
allocated to business units and support units, which are
also supported and supervised by group corporate staffs
with specific competences. Taese group corporate staffs
issue group guidelines that clarify responsibilities and
powers and also constitute part of the internal control in
specific areas such as finance, accounting, investments,
offers, etc.

The Internal Audit department is part of the internal con-
trol structure, This resource is dedicated to internal audit
and serves as a complement to the locally applied internal
control as well as the central controller staff. Together, they
constitute a resource to monitor the routines for financial
reporting. Internal Audit’s assigment is initiated by the
Audit Committee, Group Management and its members,
and at its own initiative.

Risk gssessment

Corporate Financial Control continously co-ordinates an
overall risk assessment of the financial reporting. The cur-
rent risk assessment is verified by Saab’s Internal Audit,
which adjusts its annual audit plan accordingly. Informa-
tion on essential risk areas and a report on executed and
planned activities in these areas are communicated regu-
larly to Saab’s Audit Committee. Saab’s risk assessment is
also communicated regularly to Saab’s external auditors.

Saab’s operations are dominated by the development,
production and supply of technologically advanced hard-
ware and software for customers around the world. The
international part of the business is growing. As a rule, pro-
jects entail considerable sums of money, stretch over long
periods of time and involve technological development or
refinement of the product.

Based on Saab’s operations, the material risk areas in
financial reporting are project accounting, acquisitions and
goodwill, development costs, hedging and other financial
transactions, leasingoperations, taxes and pensions.

Communication and control activities

The Board’s oversight of internal control is based on the
rules of the Swedish Companies Act, the listing agreement
with the OMX Stockholm Stock Exchange, including the
Swedish Code for Corporate Governance, the ethical
guidelines adopted by the Board and the Board’s rules of
procedure.

The internal control within Saab is based on clearly
defined areas of responsibility and authority, issued Group
guidelines, processes and controls.

Uniform handling of financial reporting is assured by
adopting and issuing Group guidelines approved by the
President or by function managers appointed by the Presi-
dent. All Group directives are updated on an ongoing basis,




clearly communicated and are available on the internal
website.

Control and monitoring of the operations are exercised
by steering groups in the business and support units. They
are responsible for the implementation and compliance of
Group guidelines in the routines of each business or sup-
port unit.

Each business unit will design its own risk management
routines and a structure for inlernal control through its
own board’s or steering committee’s control documents
based on overall control routines and Group gutdelines,

Within Saab a chain of controllers from the Group level
through the business units to revenue centers and projects.
They are responsible for ensuring that there are appropriate
internal control routines, that the Group's control proces-
ses have been implemented and that any risk exposure is
reported. The confroller is also responsible for the financial
reports being correct, complete and delivered on time.

All operating units report quarterly in accordance with
a standardized reporting routine. Quarterly reporting forms
the basis of Saab‘s external financial reporting. Operatio-
nal reporting is based on measurements of each business
and support urit with respect to profitability and financial
position, which is then consolidated in order to measure
the aggregate profitability and financial position of the
business segment and the Group.

CORPOAATE GOVERNANCE REPORT

Those responsible for finance and the controllers are in
constant contact with Corporate Financial Control re-
garding issues related to finance and accounting. Once
annwally, Corporate Financial Control calls a conference,
where news and changes to the rules and guidelines within
the financial area and the planning of information flows are
discussed.

Monitoring ond evaluation

The Board of Directors of Saab AB is ultimately responsible
for the internal control. The assignment of the Audit Com-
mittee, appointed by the Board, includes quality control of
the company’s financial reporting, to inform itself about
the direction of the audit and the coordination between
the external and the internal audit as well as to review the
efficiency of the internal control systems for the financial
reporting. The Audit Committee has a standing agenda
item for the internal control at its meetings.

In 2006, the evaluation of Saab’s processes for risk
management around the financial reporting continued.
Targets and methods for reviewing the internal control of
the financial reporting have been made more tangible and
will be further developed during the course of 2007.
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Members of the Boarad

{ Marcus Wallenberg Ake Svensson

Chairman of the Board since 2006. Deputy Chair Mernber of the Board since 2003

man of the Board 1993-2006 and Member of the President and CEQ of Saab

Board since 1992, Member of Saab’s Remuneration Born 1952

Committee and Saab’s Audit Committes MSc.

Born 1956 Shares in Saab: 2145

Bachelor of Science of Foreign Service

Lieutenant in Royal Swedish Naval Academy Other board commitments:

Shares in Saab: 70,327 Board member of the Asscciation of Swedish Engi-
neering Industries, Member of the Royal Swedish

Other board commitments: Academy of War Sciences

Chairman of SEB, Deputy Chairman of Tefefonaktie-

bolaget L M Ericsson, Chairman of ICC {interma- Former positions:

tional Chamber of Commerce), Board member General Manager, business unit Saab Aerospace,

of AstraZeneca PLC, Flectrolux AB. Stor: Enso Saab AD; General Manager, business unit Future

Cryj, Thisbe AB and the Knut and Alice Wallenberg Products and Technology, Saab AB; Project Manager

Foundaticn for RBS13, Saab Dynamics AB, Cther position within
the Saab Group

Former positions:

President and CEQ, Investor AR, Directo; Stora
Feldmiahle AG, Disseldort: Skandinaviska Enskilda
Banken, Stockhatm, London; Citicarp (Heng Kong);
Citibank N.A. (New York)
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Sundelsowr

Erik Belfrage

Member of the Beard since 1531
Director of SEB

Born 1946

MBA

Shares in Saab: 1,400

Other boerd commitments:

Chalrman of Sigtura Skolstiftelse and The Interna-
tional Council of Swedish Industry (NIR}, Board
member of Eramet Steel, BIAC (OECD) and the
Centre for European Policy Studies(CEPS), Member
of the Trilateral Commission

Former positions:

Director, Investor AB: the Sweadish Embassies in
Paris, Bucharest and Washingion; Foreign Ministry,
Stockholm

The number of sharss held by Board membars Includes any holdings by cloxsly afilated parsons,




Per-Arne Sandstrém

Mernber of the Board since 2005, Membe - of Saab's
Audit Committee

Born 1947

Upper secondary engineering school

Shares in Saab; 1,000

Qther board commimments:

Chairrran of Coor AB and Powermill Service Group
AB, Board Mernber of Human Care, KTH Exacutive
Scheal, Applied Invest Sweden AB and Ore Phone
Holding AB

Former positions:

Deputy CEO and COO of Telefonaktiebolaget

L M Ericsson, President and CEQ, Ercsson Inc, USA
Vice President and General Manager, Business Unit
GSM, Ericsson Radio Systems AB: Executive Vice
President and Managing Director, Cellular Systerns,
Ericsson Ltd, UK:Vice Prasident and General Mana-
ger, GSM Wastern Europe, Ericsson Radio Systems
AB;Vice President and General Manager, Airbome
Radar Civision, Ericsson Miceowave Systerns AB;
Department Manager, Naval Command and Control
Systerns, Ericsson Microwave Systems AB

Stephen Henwood

Member of the Board since 2002

Non-Executive Chairman of NP Agrospace Ltd
Group Managing Director; Intagrated Systems and
Partnerships of BAE Systems {until yearend 2006)
Born 1953

BA.

Shares in Saab; —

Cither beard ¢commitments:

Member of Gripen International Partnership Com-
rmittee {untl December 2008), Chairman, MBODA BY
{until December 2006)

Former positions:
Tate + Lyle plc, British Leyland Truck and 3us division

Peter Nygirds

Member of the Board since 2000
Chairman of Saab's Audit Committee
Diractor of Swedbank

Born 1950

BA

Shares in Saab: 1,500

Other board commitments:

Board member of the Swedish Environmental
Research Institute (IVL) andt the Swedish Touring
Club (STF)

Former positions:

President. Swedish Muciezr Fuel and Waste Mana-
gement Company (SKB), State Secretary, Ministry of
Trade and Industry

George Rose

Member of the Board since 1998, Member of Saab's
Rermuneration Committe, Finance Director of BAE
Systerns PLC, Non Executive Director of National
Grig Transco ple

Born 1952

BA,

Shares in Saabx -

Other boerd commitments:

Chairman of MNational Grid plc Audit Committes,
Mamber of National Grid ple Remuneration,
Committee and National Grid ple Nomination
Committee, Member of UK's Financiat Reporting
Review Panel

Former positions'

Finance Director of Leyland DAF UK Director
Group Control of DAF NV, Netherlands; Company
Controller, Rover Group: Non Exacutive Director;
Orange PLC

LenaTreschow Torell

Member of the Board since 2005. Member of Saab's
Rermuneration Committee, President of the Royal
Swedish Academy of Engineering Sciences (Iva),
Professor in Physics

Born 1946

B.5c.and Ph.D. in Physics

Shares in Saab: 1,200

Other board commitments:
Mermber of the Board of AF AB and of Micronic
Laser Systerns AB

Former positions:

Member of the Board of Telefonaktiebolaget L M
Ericsson; Member of the Board of Gambro AB;
Director; |oint Research Centre, European Commis-
sion (Brussels);Vice President, Chalmers; Professor
in Material Physics, Chakmers; Professor in Solid
State Physics, University of Uppsala

Lennart Johansson

Member of the Board since 2006, Member of Saab's
Audit Committee, Managing Director Investor AB,
Business Development

Born 1955

MBA

Shares in Saatx 2,000

Crher boord commitments:

Board Member of b-business partners BY, AEP
Networks Ltd, IBX Group and Gambro AB and
related businesses

Former positions:

CEQ, b-business partners BV: CEQ, Emerging
Technologies ET AB; Atlas Copco AB, Group Mana-
gernent; various positions in centrol, accounting and
auditing, Nordic Management AB

BOARD QOF DIRECTCRS

Lars Hadk

Member of the Board since 2001 and Deputy
Board member since 2000, Rapresentative of the
Industrial Salaried Employees’ Association, Saab
Communication, Arboga

Born 1944

Upper secondary engineering school

Shares in Saab: 400

Ragnar Ludvigsson

Member of the Board singe 1995, Chairman of
the Engineering Warkers' Union local at Saab AB,
Linksping

Borm 1946

Technical vocational school

Shares in Saab: 100

Claes Trolle

Mernber of the Baard since 20014, Deputy Board
member of the Swedish Association of Graduate
Enginesrs’ local, Saab in Jirfalla

Born 1540

Royal Institute of Technology and Swedish Mational
Defence Collage

Shares in Saab: 120

DEPUTIES

Stefan Hansson

Deputy board member since 2005, Board member
of the Union for Service and Communication
Employess at Saab Aerotech, Linkdping

Born 1963

Technical vocational school

Shares in Saab:—

Conny Holm
Deputy Board member since 1995, Chairman of
the Swedish Metal Workers' Union local at Saab [

Avitronics, jSnkoping :
Born 1947 INVESTOR A
Upper secondary engineering education SMAREHOLL
Shares in Saab: 125

1NFORMAT)

Johan Lafling !
Deputy Board member since 2001, Chairman of the
Industriat Salaried Employees’ Association kocal at

Saab AB, Link&ping

Born 1962

Technical upper secondary school

Shares in Saab: -

AUDITORS

ERNST & YOUNG AB
Bjéirn Fernstrém

DELOITTE AB
Tommy Martensson
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Group Management

Alke Svensson

President and CEQ.

Born 1952, M.5¢.

Employed 1976. Shares in Saab: 2,145

Ingemar Andersson

Executive Vice President and Deputy CEO.
Business Group Chairman.

Born 1551, Military Academy.

Employed 1982, Shares in Saab: 3,700

Kenth-Ake Jénsson
Executive Vice President.

Business Group Chairman,

Born 1951, M.5¢.

Employed 2002 Shares in Saab: 400

lan McNamee

Group Senior Vice President, lnternational
Business Refations and Processes.

Born 1948, upper secondary schocl
graduate.

Employed 2001, Shares in Saab: -

Jan Nygren

Executive Vice President.

Business Group Chairman.

Born 1950, upper secondary school
graduate.

Employed 2000. Shares in Saab: 45C

Lars Wahlund

Group SeniarVice President. Financial
Control,

Born 1953, MBA.

Employed 1983, Shares in Saab: 2.100

Dan Jangblad

Group SeniorVice President,
Strategy and Business Development.
Born 1958, M.Sc.

Ernployed 2000, Shares in Saab: 330

Erik Liwenadler

Group SeniorVice President {as of January
1,2007),

Business Graup Chairman.

Born 1945, M.5c.

Employed 2006, Shares in Saab; 500

Peter Sandehed

Group SeniorVice President, Treasury.
Born 1952, MBA.

Employed 1581, Shares in Saab: 4,365

Helena Stilnert

Group SeniorVice President. Communi-
cation.

Born 1951, jourmalist.

Emplayed 2005, Shares in Saab:-

Anne Gynnerstedt

Group SeniorVice President, Legal
Affairs and Secretary of the Board.
Bom 1957, LLB.

Employed 2004, Shares in Saab: 62

Mikael Grodzinsky

Group SeniorVice President, Human
Resources (as of November 1, 2006).
Born 1958, M.5¢c.

Employed 1985. Shares in Saab: -

Mats Lindman (not pictured)
Group SeniorVice President, Human
Resources (retired Cctober 31, 2006).




The Saab share

THE SAAB SHARE

Saab's market capitalization was SEK 22.9 billion at year-end 2006, corresponding to 0.5 percent of the total
capitalization of the companies listed on the OMX Large Cap.The price of the Series B share rose during the
year by 23.5 percent, compared with an increase of 23.6 percent for the OMX Large Cap general index. The
total return on Saab’s Series B share — i.e., the dividend plus appreciation in the share price - has been 129
percent over the last five years.

Dividend and dividend policy

Saab’s long-term dividend policy is to distribute 2040
percent of income after tax ove r a business cycle.

For 2006, the Board of Directors is recommending that
the Annual General Meeting approve a dividend of SEK
4.25 (4.00) per share, corresponding to 36 percent of net
income.

Capital stock and number of shares

On December 31, 2006, Saab’s capital stock amounted to
SEK 1,746,405,504 and consist2d of 103,896,041 listed Se-

Saab B, January 1, 2001 -Decernber 31,2004

=== B-Share
— OMX Swockholm

ries B shares and 5,254,303 unlisted Series A shares, Series

A shares have ten votes each, while Series B shares have

one vote each. The par value per share is SEK 16. The Series

B share has been listed on the OMX Stockholm Stock
Exchange since 1998 and on the list for Large Cap since
October 2006. Cf the total number of shares, 52,363,371 are

Series B shares available via the stock market, representing
50.7 percent of the capital and 35.3 percent of the votes. A
round lot consists of 100 shares. Of the company’s Series A

M Thousands of share traded (incl. off-floor trading)
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Trading volume and statistics

In 2006, a total of 36,358,490 Series B shares were traded,
corresponding to 55 percent of the shares available. The
share price reached a high of SEK 218 on December 29
and a low of SEK 154.50 on May 31 and june 8. Beta shows
how much a share fluctuates in relation to the market as

a whole. A low beta (<1) indicates a low risk in relation to
other stocks in the market. A high beta (>1) means a higher
risk. According to the Ecovision’s calculations, the beta for
Saab’s Series B share was 0.36, indicating that it fluctuated
by an average of 64 percent less than the market average
measured according to the Affarsvirlden General Index
over a 48-month period. Saab's stock covariance was 0.08,
which means that 8 percent of the share’s price performan-
ce is due to the market’s development as a whol

Ownership structure

As of year-end, Saab had around 29,400 shareholders. Swe-
dish investors accounted for 62 percent of the capital stock
and 68 percent of the votes. Swedish institutional investors
owned approximately 38 percent of the capital stock and 50
percent of the votes, Swedish mutual funds owned approx-
imately 18 percent of the capilal stock and 13 percent of the
votes. Individual Swedish investors held approximately 7
percent of the capital stock and 5 percent of the votes.

Earnings and dividend per share u Pr:ofl{
M Dradend

SEK

202 2003 2004 2005 2006

B Swedish gwners

% of capital Fareign owners

Ivestor 19.8% ' BAE Systams 20.5%
Wallenberg :

foundations B.7% } P Morgan Chase
AMF Pension Bank 2.9%
furkds 8.7%

Swedbank Robur Cdin funds
funds 4.7% 28%
SEB funds 2.2%

Nordea funds 1.8% Ssb O Omnibus
SHB/SSP funds 1.1% Ac, 1.4%
Skandia Liv 1.0%

Crher Swedish 14.5% Other foreign 3.9%

Convertible debenture and option program

In 1998, the Parent Company issued a convertible
debenture loan of SEK 254 m. to the Group’s employees.
The last day for conversions was July 15, 2004, and a total
of SEK 254 m. was converted to shares, corresponding to
2,690,671 Series B shares, or a dilution of 2.53 percent of
the capital stock and 1.67 percent of the votes.

Saab currently has no option programs.

Equity per share
SEX

100

75

S0

2002 2003




Data per B share 2001-2006

THE SAAB SHARE

2008 1008 2004 2003 2002 2001
Closing prices
at year-end, SEK 210,00 17G.00 1155 105.00 26.00 99.50
high for the year. SEK 218,00 170.00 1185 117.00 13050 11200
low for the year, SEK 154,50 113.00 97.75 82.00 81.00 71.00
Market capitalization, SEK 22921 18,556 12,607 11,610 10,225 10,593
Average daily turnover, no, of shares 148 965 229,007 112,279 121,787 113,068 133,705
Yield, % 20 24 32 32 36 33
Price/equity, % 234 202 155 166 150 159
P/E ratio 17.6 156 9.8 15.6 140 9.4
P/EBIT, muttiple 131 1.2 68 9.0 8.4 6.6
Safes
befora conversion, SEK 19297 176.95 164,90 161.95 155.30 147.37
after full conversion, SEX 19297 176.95 163,52 157.90 151.38 14361
Met income of the year (Attributable to the
Parent Company's shareholders)
before conversion, SEK 1,91 10.89 11.78 7.00 6.87 10.5%
after {ult conversion, SEX 1.9 10.89 11.78 69 578 10.40
Equity .
before conversion, SEK 89.80 8410 7437 65.77 64,17 62.74
after fult conversion, SEX 89.80 8410 7437 66.37 64.83 63.46
Cash flow from operating activities
before conversian, SEK 6.88 2232 799 1266 1027 18.53
after full conversion, SEX 5.88 22.32 T792 12.34 10.01 18.06
Dividend (2006 proposat), SEK 4,25 400 375 350 3150 3.2%
Dividend /net incorne, % 38 37 32 50 51 N
Total dividend. SEK m. 464 437 409 in 173 346
Dividend growth. % 6 7 7 0 8 8
No. of sharehoiders 29 413 33,809 36,069 37.688 38,062 38,932
Share of foreign ownership, capital, % 38 36 45 39 43 51
Share of foreign ownership, votes. % 31 kil 4 37 40 45
Average number of shares 109 150 344 109.15C.344 108102533 106513969 106487407 106,459.675
Number of shares at year-end 109 150 344 109,450,344 109,450,344 106,517,563 106,510,374 104,459,675
Number of shares after full conversion 109 150 344 109150344 109,150,344  109.247,175 109,247.175 109,247175

" Saab B on Stockholm Exchangs

U Restated according to IFRS, previously not restated
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Shareholders Distribution of shareholders

Asal O Ger 11, 1004 dlng to MNa.of Xaofthara X of votas MNumbaer of thares Nutnber X af Numbar af % af thare

Swadish Cantral Securitias Depository shares capital of thare- shareholders thares capleat

thousands halders

BAE Systerns, UK 12,332 20.5% 20.3% 1-500 26,241 89.2% 2,600,112 1.7%

Irvestor 21,612 19.8% 38.0% 501-1.000 1,630 5.5% 1.345,83% 0.9%

Wallenberg foundations 9,469 B.7% 61% 1,001-5,000 1.129 3.9% 1499.257 1.6%

AMF Pension funds 9,452 B.7% 6.1% 5,001-10,000 142 0.5% 1.075,1%0 0.7%

Swedbank Robur funds 5.118 4.7% 1.3% 10,001-50,000 137 0.5% 3,054,603 20%

JP Margan Chase Bank, USA 3202 29% 20% 50,001-100.000 39 0.1% 1853998 1.8%

Cdin funds (Norway) 3050 2.8% 1.9% 100.001-10.000,000 93 0.3% 51,777,074 33.0%

SEB funds 1386 2.2% 1.5% 10,000,001~ 2 0.0% 43,944,271 58.3%

Nordea funds 2009 1.8% 1.3% Total 29,413 1000% 109,150,344 100.0%

Ssb Cl Cranibus Ac. USA 1,554 1.4% 1.0%

SHB/SPP funds 1,208 11% 0.8%

Skandia Liv 1.089 1.0% 0.7% Shares and votes, December 31, 2006

Nordea Bank. Finland n 08% 0.6% Share clans Number of X of total Number of % of tetal

Oresund 914 08% 0.6% shares shares votes votes

HQ funds 763 07% 05% Series A 5.254,303 48 52543030 336

SEB-Trygg Forsikring - 678 0.6% 0.4% Series B 103,896,041 952 103,896,041 664

US Residents Omnibus Lending, UK 675 0.6% 0.4% Total 109.150,344 1000 156439071 1000

Mellon Aam Qmnibus, USA 630 0.6% 0.4%

Eikos fund 601 0.£6% 0.4%

Carnegie funds 500 0.5% G.3% .

Subtatal, 20 sharehoiders 88,165 80.8% 86.6% Share issues, etc. tuecrease In thare  Pald-in amount
capital, SEK m. K m.

Other Swedish shareholders 12396 11.3% 7.9% 2002, Conversion 1) 50,699 shares 0.8 4.6

Gther international sharehoiders 8,589 7.9% 5.5% 2003, Conversion 1) 7,189 shares 0.1 0.7

Total 109,150 100.0% 100.0% 2004, Conversion 1) 2,632,781 shares 421 239.6

1) 1994 converuble debeature loan

Analysts who cover Saab

ABN Amro, London
Sandy Morris
sandy.morris@uk.abnamro.com

Carnegie, Stockholm
Bjdrn Enarson
bjoena@carnegie.se

CDC Ixis Securities, Paris
Pierre-Antony Yastra
pavastra@ecdcixis-sec.com

Crédit Agricole indosuez Cheuvraux, Paris
Antoine Boivin-Champeaux
aboivin-champeaux@cheuvraux.com

Credit Suisse First Boston, Londcn
Steve East

steve.east@@esfb.com

Andre Kukhnin
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Danske Equities
Morten R, Eismark
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Deutsche Bank, London
Georges Memmi
georges.memmi@db.com

Enskilda Securities, Stockholm
Stefan Coderber,
stefan.cederberg@enskilda.se
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Sash Tusa
sash.tusa@gs.com

Kaupthing Research
Mikael Laséen
mikael.laseon{@kaupthing.se
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Charles Armitage
charles_armitage@ml.com

Swedbank, Steckholm
Macs Liss
mats.liss@swedbank.com
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Colin Crook
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SHAREHOLOER INFORMATION

Shareholder information

Annual General Meeting

The Annual General Meeting will be held at 6:00 p.m,
(CET) on Thursday, April 12, 2007 at Gamla Tryckeriet, Gus-
tavslundsvdgen 149b, Alvik Centrum, Stockholm, Sweden.

Notification

Shareholders must notify the zompany of their intention
to participate in the meeting not later than 12:00 noon on
Wednesday, April 4, 2007:

+ by telephone: +46-13-18 20 55

+ by fax: +46-13-18 33 50

* by mail with separate Invitation

+ by mail: 5aab AB,Avd C-MG, SE-581 B8 Linkdping, Sweden

» online: www.saabgroup.com/arsstamma

Please indicate your name, personal or corporate registra-
tion number (Swedish citizens or companies}, address and
telephone number. If you are attending by power of proxy,
registration certificate or other authorization, please subrmit
your documentation wel in advance of the meeting. The
information you provide will oe used only for the Annual
General Meeting.

Financial information

The following financial inforration will be released in 2007:

April 24 Interim report  January-March
July 13 Interim report  January-June
October 19 Interimreport  January-September

Shareholders or their proxies may be accompanied at the
Annual General Meeting by a maximum of two people.
They may orly attend, however, if the shareholder has
notified Saab AB as indicated above.

Right to participate

Only shareholders recorded in the share register maintai-
ned by VPC AB (the Swedish Securities Register Center} on
Wednesday, April 4, 2007 are entitled to participate in the
meeting,

Shareholders registered in the names of nominees
through the trust department of a bank or a brokerage
firm must temporarily re-register their shares in their own
names to participate in the meeting. To ensure that this re-
registration is recorded in the share register by Wednesday,
April 4, 2007, they must request re-registration with their
nominees several business days in advance.

Dividend

The Board of Directors is recommending a dividend of SEK .

4.25 per share and Tuesday, April 17, 2007 as the record day
for the dividend. With this record day, VPC is expected to
distribute the dividend on Friday, April 20, 2007.

Financial information can be ordered by telephone +46-13-16 92 08 or accessed online at www,saabgroup.com

Contact

Goran Wedholm, Manager of Investor Relations, Telephone +46-13-18 17 21, goran.wedholm@saab.se
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